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oO angel would put foot where 
N I am about to step. So here 
goes. 

It is entirely possible—more than 
that, it is probable—that the party 
structure of this country is about to 
be recast. The taxpayers are in re- 
volt. Unless every political sign fails, 
the voters will be divided, as in other 
lands, into conservatives and radi- 
cals. The trend is not without sig- 
nificance to the public utilities. 

The division may not be perma- 
nent. The old party labels may be 
retained. But the men and women 
who have been mulcted by outrageous 
tax bills in nation, state, city, and 


county are about to take action at the 
polls. 


HIS report has been coming in to 

Washington from political ob- 
servers all over the country. The 
public monies have been extravagant- 
ly spent. There have been occasional 
instances of dishonesty. But the na- 
tion’s tax bill has been boosted main- 
ly through thoughtless spending. The 
spenders have been the officeholders 
of all parties. Americans embarked 
on a wild cruise when the discovery 
was made during war times that tax- 
es could be almost indefinitely in- 
creased without protest. Every man 








who wanted to be his brother’s keeper 
or have a road paved to his farm or 
sit behind a larger mahogany desk in 
a taller city building found ready help- 
ers for his ambition. A new national 
policy was enunciated. The more we 
spend the more we have. 

The scheme worked perfectly until 
we went broke. 

Even then the cold facts of the sit- 
uation were not realized by the tax- 
payers. They complained but they 
did nothing. In a recent message 
President Hoover spoke of the innum- 
erable lobbies which are pestering 
about the Houses of Congress asking 
for more money for almost every- 
thing on earth. With the Federal 
government running behind at the 
rate of $5,000 a minute bills for the 
spending of more than thirty two mil- 
lion dollars in million dollar chunks 
were introduced in the House. In 
this compilation no account is taken 
of peewee little schemes which involve 
the spending of less than one million 
dollars. 

At this moment the conservative 
leaders of both parties in both branch- 
es of Congress were trying to pare the 
actual costs of running the govern- 
ment down to four billion dollars. 

Four billion dollars was approxi- 
mately twice the anticipated revenues 
of the government. 


Bn same utterly senseless spend- 
ing has been going on in almost 
every political subdivision of the 
country. Here and there a city or 
town has kept its financial shirt on. 
Milwaukee paid three quarters of all 
the city expenses in cash; within three 
years it hopes to pay spot cash for 
everything. Louisville secured the 
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lowest per capita cost of government 
in the twenty-five principal cities by 
exercising common sense. Mayor 
William B. Harrison states that the 
city bought what it could afford and 
had to have. What it could not af- 
ford it did not buy even if it had to 
have it. A few smaller cities and a 
number of towns operated on the 
same plan. 

But most of them gave their office- 
holders all they wanted to spend. 


F yee to conservatism is com- 
pelled unless the country is to be 
ruined. The return may not be ef- 
fected as spectacularly as when the 
voters marched in procession wearing 
oil cloth coats and carrying torches. 
But it will be made—unless, as I have 
said, every sign is wrong. Economy 
will soon be as popular a slogan as 
“shoot the works” has been. 

This is not a criticism of the office- 
holders of nation, state, city, town, 
village, county, township, and school 
district. Most of them spent money 
gladly, it is true. But they spent it 
because they were asked to spend it 
and because it seemed to come easy. 
If they had refused to spend they 
would have been unpopular with con- 
tractors, city bosses, professors, dear 
old ladies, the Jiterati, intelligentsia, 
reformers, practical politicians, and 
clergymen everywhere. They might 
have lost their jobs. In the old-time 
honkey-tonks tradition has it this sign 
was posted : 

“Don’t shoot the piano player. He 
is doing the best he knows how.” 

He never was shot as long as every- 
thing was going along all right. 
During the emotional moments among 
the customers he scuttled under the 
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piano for obvious prudential motives. 

The parable is applicable to the of- 
fice-holding classes. An emotional 
moment has arrived. The piano play- 
ers will soon be getting under the 
piano. They have been holding their 
jobs by dint of giving every organized 
minority all they were able to pry out 
of a treasury. In the House they have 
been trying to continue holding their 
jobs by the same system. But they 
are beginning to hear from home— 
and home is where the vote is. 


as i we do not cut the costs of gov- 
ernment there will be a lot of 
new faces around here next year,” 
said John McDuffie, chairman of the 
Economy Committee of the House. 
Mr. McDuffie is getting under the 
piano. With his associates he had 
been trying desperately to produce a 
revenue bill which would at one stroke 
reduce the costs of the Federal gov- 
ernment by $200,000,000 and materi- 
ally add to the income. The other 
members of the House—Republican 
and Democratic—joyously kicked that 
bill to bits. They only left a very 
questionable saving of $36,000,000 
out of the total, in face of the fact 
that a quarter of a billion dollars 
saved would not balance the budget. 
Then by a vote of 316 to 16 they vot- 
ed to put on the pension list any wid- 
ow of a veteran, or son or daughter 
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of a veteran, or other dependent rela- 
tive of a veteran, even if that veteran 
had never seen a more hostile enemy 
than a stable sergeant in a western 
training camp. If that bill had be- 
come a law it would have added 
$20,000,000 to the costs of govern- 
ment the first year and only Heaven 
knows how much in all subsequent 
years. 

For all that the members of the 
Lower House will soon be getting un- 
der the piano. That is a prophecy. 
For the shooting has started. 


= city officials of Ashland, Ken- 
tucky, and the soviet of Boyd 
county listened with distaste to the 
protests of taxpayers that the taxes 
were too high. Then there came an 
explosion which hung a number of 
new portraits in the city building and 
a taxpayers’ league was formed 
which compelled a reduction of 16% 
per cent in the valuation of real estate 
for state-taxing purposes and of 10 
per cent for city and county taxing. 
Mr. W. A. Ginn, the president of the 
league, writes me that: 

“The officials were a little resent- 
ful, having exercised the right for so 
many years to fix the tax rate them- 
selves.” 

The habit of the average meek- 
faced American community has been 
to apologize when an official is “re- 


companies be combined in a single group of 5,232 com- 


q:: the nonprofit-making and the profit-making utility 


panies we discover that they paid taxes (in 1929, the last 


year for which statistics are complete) amounting to 
$320,106,837, which is almost one-half of the total net 
income of $760,362,948 received by the Commissioner of 
Internal Revenue.” 
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sentful,” but Ashland and Boyd coun- 
ty seem to have regained their citizen- 
ship. Mr. Ginn thinks that next year 
another 10 per cent wilk be lopped off 
the real estate valuations. 

In Faribault county, Minnesota, 
three thousand farmers stood on the 
courthouse lawn for three days. 
Then the county commissioners weak- 
ened and promised to spend less mon- 
ey. North Dakota for years hummed 
like wire in a wind with the oratory 
of nonpartisans and independent 
leagues. The advanced thinkers load- 
ed up the taxpayers with good works 
until they resembled mother salmon 
on the way up stream. The cost of 
keeping the North Dakota brothers 
was paid from the taxes. 

Suddenly it dawned on the sturdy 
altruists of Cass county that it costs 
too much money to do as you would 
be done by, if the doing is to be done 
by politicians. They cut the Cass 
county township budget practically in 
two. Advanced thinking in North 
Dakota must pay its own way from 
now on. 

In Wisconsin the La Follette boys, 
Bob and Phil, have had the state lick- 
ing their hands for years. No one 
will doubt they are earnest. With the 
United States government well on its 
way to bankruptcy Senator Bob La 
Follette planned some sort of a sweep- 
ing bond issue that would not only 
put chicken in every pot but keep the 
chicken there until the owner of the 
pot got tired of it. That’s Senator 
Bob’s theory of relief. 


ig 1912 the Wisconsin state gov- 
ernment cost $54,000,000. In 
1929 it cost $255,500,000. The Wis- 
consin taxpayers are saying that it 


isn’t worth it. “They build them- 
selves marble palaces,” they say of the 
Wisconsin reformers, “and do not 
leave the farmer enough money to 
paint his barn.” North Carolina was 
deservedly proud of the steps forward 
the state has taken recently, but the 
taxpayers suddenly discovered that 
the cost was too high. The state of- 
ficials did not wait until they were 
driven under the piano. They reor- 
ganized the state’s services and cut 
$12,000,000 from its general property 
tax burden. Philadelphia’s taxpayers 
stormed the city step-fathers. Los 
Angeles expects to erase a small defi- 
cit and reduce next year’s budget by 
$4,000,000. Twenty-six other cities 
report to the Associated Press that: 
“Drastic attempts to meet declin- 
ing revenues have enabled most of 
them to avoid tax increases and in 
some cases to reduce rates. = 
The responsible officials are not as 
far under the piano as they should be 
if that report is accurate. The income 
of the citizens of the twenty-six cities 
has probably been cut in half, but the 
best that the officeholders can do is to 
avoid tax increases in most of them. 
They should consider the example of 
Chicago, which “entered the new year 
confronted with financial chaos,” ac- 
cording to the Chicago News. Twen- 
ty million dollars are due the teachers 
and other employees of the Chicago 
schools. Forty thousand farms were 
sold for taxes in Mississippi. New 
York city is two billion dollars in debt 
and the costs of city operation will 
add another $100,000,000 to the defi- 
cit this year. No wonder that a trav- 
eling correspondent for the New York 
Times reported, after making a wide 
circle through the country, that: 
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As the Sales of Electric Power Decline, the 
Tax Rate Is Climbing 


HE sales of power have naturally fallen 
off during the two-year-long doldrums, 
but its leaders have not lost heart. They have 
spent something like half a billion dollars in 
new construction and have given employment 
to thousands of men and women. Good 
business judgment suggests the building of 
power houses and the extension of lines during 
this period of cheap raw materials. But how 
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many of them dare to act in the knowledge that 
the appetite of the tax eaters is unappeasable?”’ 





“Wherever you go you run into mass 
meetings called to protest taxes. Opposi- 
tion has seldom been so spontaneous, so 
universal, so determined. The nearest thing 
to a political revolution in the country is 
a tax revolt.” 

The managing editor of the New 
York Evening Post made this state- 
ment: 


“. . ,_ the public will demand a new 
issue which the politicians will hate above 
all else, yet will reject at their peril. That 
is the cry of an overtaxed people to their 
wasteful governments, town, state, and na- 
tion ; the cry of ‘stop spending our mon- 


President Herbert Hoover told the 
Conference of Governors at Rich- 
mond, Virginia: 

“Before the war, theoretically, every man 
worked twenty-five days a year for the na- 
tional, state, and local governments com- 
bined. Now he works sixty-one days.” 
Memory brings one gleam of com- 

fort. 

When a piano player had been shot 
at long enough he stayed under the 


piano. 
| Spon and one-half million men 


are out of work. Twenty cents 
is taken from each dollar of the 
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American income to pay the costs of 
the different forms of government. 
The railroads of this country are on 
the verge of bankruptcy if the stock- 
market prices accurately reflect their 
condition. Car loadings are falling 
steadily. Will it be questioned that 
if taxes were at the 6 cents in an in- 
come dollar level, as they were before 
the war, more business would be done 
in this country and car loadings 
would pick up? Will it be doubted 
that a 20-cent tax in the income dol- 
lar provokes hoarding and withdraws 
money from industry for investment 
in tax free bonds? For every dollar 
of net income the railroads pay $346 
in taxes. Is that a crushing impost? 
Farmers find their land—their prac- 
tically unsalable land—valued for tax 
purposes at 75 per cent of boom-time 
real estate figures. In Chicago angry 
owners of seventeen houses offered 
to deed them to councilmen if they 
would pay the taxes: 

“Not us,” said the councilmen in 
horror. “No, sir!” 

“The ownership of real estate has 





PUBLIC UTILITIES FORTNIGHTLY 


become a liability instead of an as- 
set,” said Colonel Robert R. Mc- 
Cormick of the Chicago Tribune. 


HE electric light and power com- 

panies of the nation paid $16,- 
000,000, or 8.5 per cent more in taxes 
in 1930 than in 1929. I do not know 
what was the 1930 increase in taxes 
on natural and artificial ‘gas compa- 
nies and telegraph and telephone com- 
panies. Some one must pay for the 
250,000 tax-spending agencies in the 
United States if they are to be con- 
tinued, and the piano players have not 
yet considered their serious reduction 
or abolition. There are 4,500,000 
men and women drawing salaries 
from our Federal, state, and local 
governments. It may be assumed for 
the moment that the 1930 tax increase 
on these other utilities rated along 
with the increase on the electric light 
and power companies. I asked Hon. 
David Burnet, Commissioner of In- 
ternal Revenue, to tell me something 
of the taxes paid by the utilities in 
1929, which is the latest year for 
which .-statistics are complete. He 
gave me the returns “only for the cor- 
porations which submitted balance 
sheets.” 

Fourteen hundred and sixty utility 
companies which submitted balance 
sheets went in the red for $32,908, 
237 in 1929. For that privilege 
they paid $15,434,218 in taxes. As 
1930 and 1931 were not as good 
business years as 1929 the taxes 
for these years must have added 
appreciably to their deficits. There 
were 3,772 other like companies 
which made a total net income of 
$793,271,185. Before they paid their 
total of $85,064,517 income tax they 
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paid other taxes amounting to $219,- 
608,517, which gives a total tax paid 
of $304,672,619. If the nonprofit- 
making and the profit-making utility 
companies be combined in a single 
group of 5,232 companies we discover 
that they paid taxes amounting to 
$320,106,837, which is almost one- 
half of the total net income of $760,- 
362,948 reported by the Commission- 
er of Internal Revenue. 

No piano player can view a total 
net income of three quarters of a bil- 
lion dollars unmoved. An effort will 
assuredly be made to take more of it 
in taxes— 

Unless the piano players are driven 
under the piano. 


iw is probable that of all the major 
industries, that of power has best 
maintained its employment level and 
its wage scales. The sales of power 
have naturally fallen off during the 
two-year-long doldrums, but its lead- 
ers have not lost heart. They have 
spent something like half a billion dol- 
lars in new construction and have giv- 
en employment to thousands of men 
and women. No doubt they are today 
planning for the future. Good busi- 
ness judgment suggests the building 
of power houses and the extension of 
lines during this period of cheap raw 
materials. But how many of them 
dare to act in the knowledge that the 
appetite of the tax eaters is unappeas- 
able? 

If they were assured of fair taxa- 
tion for a term of years would the in- 
dustry increase its building activities? 

The question answers itself. 

Because I am a remarkably kind 
and tender-hearted man I often found 
myself filled with sympathy for the 
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mitted balance sheets went in the red for $32,908,237 in 


q “FOURTEEN hundred and sixty utility companies which sub- 


1929. For that privilege they paid $15,434,218 in taxes. 
As 1930 and 1931 were not as good business years as 
1929 the taxes for these years must have added appreciably 


to their deficits.” 


piano player. He only gave his cus- 
tomers the kind of music he thought 
they would like. No one was ever 
more surprised than a piano player 
when a fight started because his cli- 
ents preferred “The Battle of Boyne 
Wather” to “The Wearing of the 
Green.” But he seldom made the mis- 
take twice. 


N Washington we can tune in to the 

political broadcasting stations of 
the nation. Mass thinking is in the 
act of reversing itself, unless some of 
the sanest onlookers have suddenly 
begun to weave daisies in their hair. 
For a time the popular mass gloried 
in spending. We rejoiced in the new 
roads that created the automobile in- 
dustry and in the red busses that toted 
little children to school over the roads 
their fathers and mothers had walked 
before them, and in the Federal gov- 
ernment’s 250 or more bureaus that 
were engaged in good works that had 
not the remotest connection with the 
business of government. This was 
the softest-headed, brightest-eyed, 
warmest-hearted government in the 
world and we thought it was just 
right. 

During this same period the most 
profoundly common-sensical utter- 
ance was made by some charitable 
agency : 

“It is useless to attempt to relieve the 


famine in China. There is a famine in 
China every year and there always has been 
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a famine in China every year and if we 

relieve this year’s famine the only result is 

that there would be more inese to 
starve. 

Common sense did not register dur- 
ing that period. There was a brief 
flurry of indignation. Then we all 
forgot even the name of the agency. 
We went right on giving. But the 
tenor of the mass thinking began to 
change about this time. Taxes be- 
came an annual burden that must be 
borne. The mass had not yet realized 
that taxes are an item that can be 
reduced. It took two and one-half 


years of depression to get that fact 
home to us. 
But the fact is home now. Never 


doubt it. That dust you see was 
stirred by the knees of piano players 
getting under the piano. 


HE switch toward conservatism 

which Washington’s - observers 
see is by no means a partisan affair. 
About as many Democratic leaders 
as Republican leaders in Congress 
supported President Hoover’s demand 
that the costs of government be cut. 
About as many Republican Congress- 
men voted for every tomfool bill to 
spend more money by which they 
hoped to hold themselves in office 
as Democratic Congressmen. I have 
not bothered to go through the lists 
because the line-up changed from day 
to day. The Congressmen were stern 
as so many hanging judges when the 
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voteless army and navy asked for 
money, but they were liberal enough 
where a vote might be snared. But 
they are beginning to hear from 
home. 

“T think that every member of both 
Houses believes that every literate 
man and woman in the United States 
has written him,” one of them said. 

Many of the letter-writers favored 
the money-spending schemes of 
course. But the men and women out 
of whose pockets that money is com- 
ing have also begun to write. If you 


do not believe me, ask your Congress- 
man. The 4,500,000 men and women 
on the various Federal, state, and 
and local payrolls have perhaps fifteen 
or twenty million friends and contrac- 
tors and day laborers and good-work- 
ers who have been supporting any- 
thing which promises to add to the 
payrolls and the political expenditures. 
But the taxpayers have more. 

It makes no difference whether he 
is a Republican or a Democrat. The 
piano player is getting under the 
piano. 


In a following article Mr. Corey will point out how the tax bill, 
recently passed by Congress, will affect the immediate future of 
the utility companies. 





Curious Items About the Wire Utilities 


Over 32,750,000 other telephone subscribers are within call of the 
instrument on your desk. 


* 


It is against the law in some states for a man and a woman to crowd 
together in a single telephone booth. 
” * 


LABOR-SAVING devices for transmitting telegraph messages has re- 
duced office employees in telegraph offices 24.2 per cent since 1921. 
* * 


San Francisco has the largest number of telephones in proportion 
to its population of any city in the world, with 40.2 telephones to each 


100 people. bs 


* 


_ THE longest telephone call yet recorded from Connecticut emanated 
in New Haven and reached to Lyrup, South Australia—a distance of 


15,000 miles. ‘ 


x 


EspectALLy high poles are used for stringing telephone wires from 
Nairobi to Mombasa, Africa, in order to place them beyond the reach 


of giraffes in the game country. 


* 


PARISIANS may now call up a certain telephone number and receive 


the correct time, which is announced every few seconds b 


robot 


which operates on the principle of the talking motion-picture film. 





The Rows of the Liberal 
Groups Among Themselves 


“It is the very essence of liberalism to disagree 
with everybody and everything.” 


—NorMAN Hapcoop 


ScaTrereD throughout the country are literally dozens of associations and 
leagues variously devoted to causes which range from those which are 
self-admittedly progressive to those which are covertly communistic. From 
these organizations emanates much of the criticism of the system of 
commission regulation under which the public utilities are today operating. 
In this article the author, who is himself allied with the progressive ele- 
ments, analyzes the reasons for the lack of codrdination that exists among 
these groups, and the divergency and conflict of their aims. 


By SILAS BENT 


ORMAN Hapgood, perhaps the 
N most distinguished among 
our Elder Statesmen of the 
left wing, once divulged the true in- 
wardness of his faith. It happened 
that we were speaking from the same 
platform, and that Mr. Hapgood felt 
it needful to reprove me for certain 
light-minded comments on his activi- 
ties as a propagandist. 

“Surely no one in this audience,” 
he said, “expects Mr. Bent to agree 
with me. He is a liberal; I am a lib- 
eral; and it is the very essence of 
liberalism to disagree with everybody 
and everything.” 


EVER before, so far as I recall, 
had I been characterized pub- 
licly as a liberal, although it has hap- 
pened since; and if Mr. Hapgood is 


right about the “essence” of the cult 
I can’t qualify even now. I am free 
to own that I am not sure just what 
a liberal is, and I doubt whether any 
one else knows. It is much easier, 
for reasons which should become ap- 
parent presently, to define a conserva- 
tive. If we probe around in an effort 
to see what the two schools are doing, 
and in what directions they are head- 
ing, we may learn by indirection why 
it is that so much of liberal-radical 
effort goes for naught. Not all of it 
is lost motion, by any means; and it 
sets up casually certain upheavals of 
mind and feeling which are bound to 
be healthful for the body politic. 


HERE is fashion in liberalism and 
in radicalism, as in dress and 
drink and deportment. Even in a 
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bird’s-eye perspective one perceives 
the changes. In its Eighteenth Cen- 
tury form, liberalism was a striving 
for liberty of thought, speech, and 
conscience from religious dogma. 
Then the economic aspect became 
dominant; men sought freedom in 
work, in the control or ownership of 
land and other tangibles, in the shap- 
ing of their governments, in the ac- 
cumulation and investment of capital. 
Thus there grew up the conception of 
laissez-faire industry, or what Presi- 
dent Hoover nowadays denominates 
as economic individualism. Although 
the religious, scientific, and political 
phases still receive attention, it is the 
economic aspect of liberalism, as of 
radicalism that is dominant today, at 
least in the United States. 

Professor John Dewey, president 
of the League for Independent Po- 
litical Action, one of our foremost lib- 
erals and a contributing editor of the 
New Republic, hits the nail precisely 
on the head when he says: 

“As a social philosophy, ‘liberalism’ runs 
the gamut of which a vague temper of 
mind—often called forward-looking—is one 
extreme, and a definite creed as to the pur- 
poses and methods of social action is the 
other. The first is too vague to afford any 
steady guide in conduct; the second is so 
specific and fixed as to result in dogma, and 
thus to end in an illiberal mind.” 

And The New Republic itself vows 
_ that “a dichotomy has appeared in 

liberalism.” The split is not just now 
appearing; it has been there all along; 
and it is worse than a dichotomy— 
(how precious is this journal’s vocab- 
ulary!)—for there are not merely two 
sides, there are multitudes of factions. 
In truth, there are as many wings of 
liberal-radical thought as there are 
cults of psychologists, and they vie 
with one another in the creation of 


competing transcendental nomencla- 
tures. 


N a recent issue of The New Re- 

public the liberal’s inhumanity to 
liberals was strikingly illustrated by 
an attack Edmund Wilson made upon 
a group of his fellows: Dr. Charles 
A. Beard, Stuart Chase, Walter Lipp- 
mann, and Lincoln Steffens. His 
main complaint was that none of 
them had subscribed unconditionally 
to Communism as practiced—with 
amendments—in Russia, and he ac- 
cused them all, with a variety of in- 
vective, of being fuzzy-headed and 
bamboozled by capitalists. The edi- 
tors of the magazine felt impelled to 
print an editorial disavowing Mr. 
Wilson’s addiction to Communism 
and telling what they themselves 
hoped for in this country; and they 
printed also a reply by Mr. Chase 
which, to this innocent bystander, 
seemed a great deal clearer-headed 
than the attack on him. More, the 
editors promised that the others 
might reply if they wished. Thus 
there was the prospect of airing other 
feathers of one of the liberal wings: 
although, if it were left to me, I’d 
say that Dr. Beard was a pair of 
wings all by himself. 


ucH a “dichotomy” as The New 
Republic now fears actually made 

its appearance more than a century 
and a half ago, when the Revolution 
was pending, and fully one third of 
the American colonists, we are as- 
sured on good authority, opposed the 
rebellion against Britain from first to 
last. It was a “liberal” revolt against 
monarchy, on behalf of freedom from 
religious, political, and civil re- 
straints, and the Founding Fathers, 
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after they had passed through an or- 
deal of sweat and tears and blood, felt 
no hesitancy about recognizing a fel- 
low Republic in France, although it 
proclaimed itself communistic. 

From that attitude we moved on to 
a fear of even so mild a creed as 
socialism. Speaking in 1913, Justice 
Oliver Wendell Holmes said: “When 
twenty years ago a vague terror went 
over the earth and the word socialism 
began to be heard, I thought and still 
think that fear was translated into 
doctrines that had no proper place in 
the Constitution or the common law.” 
Schism among the Socialists has now 
converted them into many warring 
sects. 

Thus, although it does not appear 
that each socialist must disagree 
“with everybody and everything,” all 
of them do disagree with some of the 
others, and the same thing is true of 
the whole radical-liberal group. The 
rebel likes to think himself a leader 
of public thought, but he is more often 
a fugitive. If he is not in flight from 
another wing of his own school, or 
after that wing with a sharp stick, he 
is fleeing lest he be found embrac- 
ing ideas not repugnant to the herd. 

Nothing is more horrifying to a 
good liberal or radical worker than to 
run with the mass. He must not pull 
with the public, and he cannot pull 
with the minority. 


q 
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have their work cut out for them; 
formulated incidentally while the existing order was be- 


A pull, a strong pull, and a 

pull all together, would do won- 
ders to set the liberal-radical move- 
ment up as actually a formidable fac- 
tor in American politics and life. 
Oswald Garrison Villard’s Nation 
volunteers modestly to act as its stalk- 
ing horse. Thus it says, in a recent 
form letter soliciting subscriptions : 


“In the United States there are hundreds 
of organizations and publications devoted 
to action, research, or publicity in behalf 
of some special reform or type of reform. 

. But among these groups there is 
little cohesion. nity of interest, under- 
standing, and action is notably lacking. A 
binder that will serve as both informant 
and mouthpiece for the membership of all 
these groups is an —— need in this 
country today. . ation . . 
is the natural inheritor ‘the task of uni- 
fication outlined here.” 


As a fact the Nation is a one-man 
paper, maintained for the personal 
aggrandizement of its owner-editor, 
and Mr. Villard is too flagrantly il- 
liberal to serve as a cementing influ- 
ence against the centrifugal forces of 
left-wing thought. How confused his 
notions are was apparent in a speech 
he made not long since to Professor 
Dewey’s League for Independent Po- 
litical Action. He called then for a 
new party “at least as radical as the 
Bull Moose” (have we forgotten 
Armageddon and the “Onward Chris- 
tian Soldiers” of 1912?) ; he demand- 
ed the reorganization of governmental 
departments, the restoration of the 


“CONSERVATIVES, who uphold the existing order, obviously 


their program was 


ing established. Those who attack the existing order set 
up different goals and shoot at different targets; the scat- 
tering of their advance and of their fire weakens their 


effectiveness.” 
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economic health of the world, inter- 
national codperation but with no “en- 
tangling alliances,” warfare upon spe- 
cial privilege and “the spoliators of 
our national resources,” and (hear, 
hear!) a thorough revision of the 
Constitution. 

This was a large order, but appar- 
ently not too large for that audience 
to swallow, however the program 
might peter out in action. Radicals 
like a lot of roughage in their mental 
diet. And even though expressing an 
ideology two score years out of date, 
Mr. Villard had a hearing. 


[’ is always a little disconcerting to 
find old-fashioned persons wear- 
ing the shining armor of the Upward- 
and-Onward, but Mr. Villard has no 
monopoly of the rdle. I remember 
that I reviewed some six years ago 
Dr. Nicholas Murray Butler’s collec- 
tion of essays, “The Faith of a Lib- 
eral,” in which he declared that the 
so-called radical was our only re- 
actionary, and that to name as liberals 
those “opposed to the existing order” 
was a “popular mistake.” He thought 
that socialists, communists, and their 
ilk sought always uniformity and con- 
formity, using the weapons of com- 
pulsion and prohibition; but the true 
liberal, he said, “knows the difference 
between true progress and those re- 
actionary policies and purposes which 
so often steal the name of that 
progress they so vigorously combat.” 
This was a slap on the wrist for 
scores of uplifters. 

The true liberal, Dr. Butler defined 
as a “believer in liberty, whether that 
liberty be intellectual, civil, political, 
economic, or religious.” But he did 
not think the liberal was a believer 


in equality, and he sticks to that view- 
point. Quite recently he has dis- 
avowed the Declaration of Indepen- 
dence, and has averred: “Nature 
knows no such thing as equality. It 
is a human invention thrown up as 
an artificial barrier against selfishness 
and tyranny.” He is clear-headed and 
courageous, evidently; certainly cou- 
rageous enough, although a university 
president, to take the bit between his 
teeth and denounce the Eighteenth 
Amendment; but he still reminds me 
of Jack Tanner’s uncle in “Man and 
Superman,” when he declared: “I 
was a liberal, my boy, before you were 
born.” Dr. Butler was a liberal be- 
fore some of our voters were born, 
and he is still that kind of liberal. 
And he illustrates, individually, what 
a diversity of types is to be found in 
that seething camp. 


‘L. the modern liberal Mr. Oswald 
Garrison Villard is an arrant 
ancestor-worshipper and Dr. Butler a 
well-meaning but misguided acade- 


mician. For that matter the modern 
thinks the sainted Karl Marx a doc- 
trinaire dogmatist, whose theories 
have been exploded long since. 

The liberal-radical element is rem- 
iniscent of Woodrow Wilson’s anec- 
dote about the gentleman who mount- 
ed his horse and galloped away in 
every direction. 

All kinds and conditions of such 
horsemen may be observed in Wash- 
ington, for the Nation’s capital is their 
happy hunting ground. The predilec- 
tion which they manifest for scatter- 
ing in action is the main clue, I sus- 
pect, to a certain incongruity between 
the noise they make and the results 
they achieve. -The principal effect ap- 
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ce T  apenctngy 0 it does not appear that each socialist must dis- 

agree ‘with everybody and everything,’ all of them do 
disagree with some of the others, and the same thing is true of 
the whole radical-liberal group. The rebel likes to think himself 
a leader of public thought, but he is more often a fugitive. If 
he is not in flight from another wing of his own school, or after 
that wing with a sharp stick, he is fleeing lest he be found em- 
bracing ideas not repugnant to the herd.” 





pears to be in alarming the common 
enemy, which is Capital Entrenched, 
Special Privilege, Predatory Interests, 
or something of that sort. This fear 
found official expression in the re- 
port of a special committee, headed 
by Representative Hamilton Fish, Jr., 
to investigate communist activities in 
the United States. Hearings were 
held in practically every section of this 
country, about 275 witnesses were 
heard, “and a vast quantity of docu- 
ments and written and printed matter 
was submitted.” Although Mr. Fish 
is a man of huge stature and broad 
shoulders, he appears to have been 
trembling when he submitted his re- 
port, winding up with these stirring 
paragraphs: 

“There is a sharp distinction between 
the right to advocate in an academic way 
any doctrine we like, and the right, which 
is not a right under any reasonable inter- 
pretation of our Constitution, to preach 
and plan the overthrow of our republican 
form of government by force and violence. 


“One of these programs is to appeal to 
public opinion; the other in the case of the 


communists of the United States, is a mili- 
tary plan of revolution, directed from 
abroad by a foreign government. 

The socialist government of 
Kerensky in Russia was overthrown by a 
mere handful of communists, insignificant 
in number as compared with those today 
affiliated with the Communist Party in the 
United States. All the communists in the 
United States expect to do is to collect 
into their organizations enough fanatical, 
desperate men and women to strike at 
strategic points—such points as they men- 
tion in their pronunciamentos as k indus- 
tries, and to inaugurate a reign of terror- 
ism and bring about an armed uprising.” 


ND so on. “These facts have 

been repeatedly substantiated,” 
says Mr. Fish, and three of his col- 
leagues agree with him, but one dis- 
senting. It was clear to them, for 
example, that many apparently mildly 
liberal movements were motivated and 
perhaps financed by Leningrad. Sig- 
nificance was attached to the fact that 
Laurence Todd, Washington corre- 
spondent of the Federated Press, was 
also the correspondent for the Tele- 
graph Agency of the Soviet Union. 
The testimony of Matthew Woll, vice 





PUBLIC UTILITIES FORTNIGHTLY 


president of the American Federa- 
tion of Labor, was quoted at length 
in the report to this effect. 

Now, there is nothing in the least 
extraordinary in finding a Washing- 
ton correspondent who represents two 
or more widely disparate employers, 
with no financial ties. I happen to 
be acquainted with the Federated 
Press and I know that its service is 
no more pro-communist than pro- 
socialist or pro-union labor. As a 
fact many of the units within Mr. 
Woll’s federation take the service and 
make use of it in their publications. 
Mr. Todd, for all I know, may have 
leanings as red as a split pomegranate, 
but I am persuaded that if such lean- 
ings colored his reports to the Feder- 
ated Press he would lose that job. 

The excitement of Mr. Fish and 
his associates on this score appears to 


be exaggerated. 

The Federated Press is an incor- 
porated labor news service, codpera- 
tively owned and controlled, and 
makes no bones of the fact that it 
wars against capital “because capital- 
ism is a system of effective robbery 


of the workers.” It has developed 
“news stories’ about Boulder Dam 
and Muscle Shoals, it has contrasted 
Canadian public ownership with pri- 
vate operation of power plants in this 
country, it has made much of the Fed- 
eral Trade Commission’s revelations 
regarding the “power trust,” and it 
has emphasized the public ownership 
phase of utility developments. But 
that it is financed by Soviet money or 
directed by communist policies I de- 
cline to believe. 


HE common assertion that all 
anticapitalist propaganda is of 
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Soviet origin is getting wearisome. 
(Even Mayor Jimmy Walker of New 
York says that the criticism of 
his administration is communistic!) 
Ever since Plato, attempting to define 
justice, found he had to write his 
“Republic,” social and governmental 
institutions have been under fire. Per- 
haps the barrage began before Plato. 
Certainly it antedates socialism or 
communism. Representative John E. 
Nelson, the dissenting member of Mr. 
Fish’s committee, recognized this fact 
and commented on it. He quotes 
antagonists of the established order, 
early in the Christian era, as holding 
that “liberty and equality are the es- 
sential rights that man in his original 
and primitive perfection received from 
nature. Property destroyed equality ; 
governments and religion destroyed 
liberty; therefore, to reinstate man in 
his original rights, it was necessary to 
destroy all religions, all civil societies, 
and all property.” It is reported, he 
says, that in the United States there 
are 200,000 individuals connected 
with foreign-language groups “who 
are more or less in sympathy with the 
communist movement.” This is 
000166 per cent of the population, 
surely not a terrifying figure. Mr. 
Nelson finds that the great offensive 
of communism in this country is not 
against “key industries,” as Mr. Fish 
fears, but is directed against organ- 
ized labor, as exemplified by Mr. 
Woll’s federation. The threat is 
“economic and world-wide, rather 
than political and national.” Mr. 
Nelson has no apologies to make, and 
no favors to ask, for communist 
propaganda, which he regards as sub- 
versive to our youngsters, but at least 
he did not lose his nerve. 
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N® did Bernard F. Weadock, 
special counsel for the public 
utilities at the hearings of the Federal 
Trade Commission, lose his nerve. 
He was not shaken into a quivering 
jelly of terror, as Mr. Fish appeared 
to be, by the thought that Lenin’s ap- 
parition or Stalin’s machinations were 
behind all opposition to corporate 
wealth. To the contrary, he found 
that “the dominating characters of the 
several organizations” in the warfare 
were “members of the National So- 
cialist Party.” 

“The people who complain of your 
service,” he told the National Electric 
Light Association, “are not your cus- 
tomers. The complaints come from 
people outside the communities you 
serve, if you please. They come from 
groups in distant places and 


compose an ‘unholy alliance,’ seeking 
to advance their political or economic 


theory and eventually destroy your 
business. A correct estimate of the 
number of people in this ‘unholy alli- 
ance’ is conservatively placed at four 
thousand, most of whom are narrow- 
minded and wide-mouthed, and none 
of whom has the public interest at 
heart.”” He named the organizations 
he had in mind: The League for In- 
dustrial Democracy, the Public Own- 
ership League of America, the Na- 
tional Popular Government League, 
the Peoples Legislative Service, the 
Socialist Party. And he said, despite 
his harsh characterization of their 
spokesmen, that he had no criticism 
to offer of any who sincerely and hon- 
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estly advocated a particular political, 
religious, or economic faith. His 
main objection to these organizations 
was that he believed they were cam- 
paigning “to disrupt and socialize the 
industry of the country.” 

That may be true, and the methods 
adopted may be entirely legal, not to 


say legitimate. 
O of the objects of Mr. Wea- 
dock’s disapproval is the Na- 

tional Popular Government League, 
of which Judson King is director. On 
the executive committee and the con- 
sulting committee are many distin- 
guished men, and the league is fi- 
nanced by small popular contribu- 
tions. Mr. King has grown gray in 
the expression of ideas regarded by 
capitalists as subversive to their well- 
being, and I am persuaded on th: hasis 
of acquaintance that he is sincere. 

“Half the failure of democracy,” 
he told me, “is due to imperfect mach- 
inery of government and of express- 
ing the popular will; the other half of 
the failure lies with the people them- 
selves. Eighteen states have the initi- 
ative and referendum, and the ma- 
jority of the 800 measures submitted 
by that process looked to some change, 
usually not drastic, in the form of 
government. Yet with this weapon 
in their hands, whereby a few electors 
can set remedial legislation in motion, 
the people have taken little advantage 
of their position.” 

Mr. King’s league intends to act, 
and does act, as a sort of central bill- 


“NOTHING is more horrifying to a good liberal or radical 
worker than to run with the herd. He must not pull with 
the public and he cannot pull with the minority.” 
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drafting agency for more popular 
government, as expressed in the initi- 
ative and referendum, the city-mana- 
ger plan, and soon. He says it is not 
committed to general public owner- 
ship. Inasmuch as most of us think 
of democratic processes as experi- 
mental and still on trial, many of us 
will agree that such organizations may 
serve a useful purpose in the criticism 
of existing institutions. 


Pepe -nspirany who uphold the ex- 

isting order, obviously have their 
work cut out for them; their program 
was formulated incidentally while the 
existing order was being established. 
Those who attack the existing order 
set up different goals and shoot at dif- 
ferent targets; the scattering of their 
advance and of their fire weakens 
their effectiveness. If all of them 
could shoot at one spot, and pull in 
one direction! 

As a fact, those who individually 
compose Big Business are a minority. 
I am speaking of the captains, of 
course. In the strictest sense I my- 
self am a capitalist, since I own the 
tools wherewith this commodity is be- 
ing produced; it is my typewriter, my 
copy paper, my erasers, and metal 
clips and so on. In the same sense 
most barbers and bootblacks are capi- 
talists, since they own their tools of 
production. But brushing aside the 
small fry, the phalanx of Big Busi- 
ness is a minority. So are the cohorts 
of liberals and radicals. 

Which minority should have its 
way? 

Obviously, one exclaims, that mi- 


nority should win whose triumph will 
bring the greatest good to the great- 
est number. Here we open up the 
whole field of debate between the two 
camps. In the emergency I turn 
again to the most out-spoken liberal 
who has ever graced the Supreme 
Court of the United States, Mr. Jus- 
tice Holmes ; and I find that more than 
half a century ago, back in 1873, to 
be exact, he wrote an article for the 
American Law Review (Volume 7, 
page 583), in which he asked: 


“Why should the greatest number 
be preferred? Why not the greatest 
good of the most intelligent and most 
highly developed? The greatest good 
of a minority of our generation may 
be the greatest good of the greatest 
number in the long run. But if the 
welfare of all future ages is to be 
considered, legislation may as_ well 
be abandoned for the present. If the 
welfare of the living majority is para- 
mount, it can only be on the ground 
that the majority have the power in 
their hands. The fact is that legis- 
lation in this country, as well as else- 
where, is empirical. It is necessarily 
made a means by which a body, hav- 
ing the power, put burdens which are 
disagreeable to them on the shoulders 
of somebody else. Communism would 
no more get rid of the difficulty 
than any other system, unless it 
limited or put a stop to the propa- 
gation of the species. And it may be 
doubted whether that solution would 
not be as disagreeable as any other.” 


This may afford comfort to Repre- 
sentative Fish; it might amuse Dr. 
Butler of Columbia University. It 
might afford food for thought, in- 
deed, to both the conservative and the 
liberal-radical camps. 





Way the coal industry should come under commission regulation will be 


pointed out by Hon. 
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LyDE Ketty, U. S. Congressman from Pennsylvania, 
in @ coming issue of this magazine: 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Fioyp Parsons 
Economist and editor. 


A. J. Brosseau 
Vice president, National Automo- 
bile Chamber of Commerce. 


Morris LLEWELLYN COOKE 
Engineer. 


Dr. James S. THOMAS: 
Utility economist. 


Mere THORPE _ 
Editor and publicist. 


Dr. Witttam Z. RIPLEY 
Professor of Harvard University. 


B. C. Coss 
Chairman of the Board, Common- 
wealth & Southern Corporation. 


Georce T. BucKINGHAM 
Vice president, Illinois Power and 
Light Corporation. 


-—-MONTAIGNE 


“The railroads in the next decade will tend to become 
the sole carrier on long-haul business.” 


* 


“Federal truck regulation would be as unsuccessful 
and costly to enforce as prohibition has been.” 


> 


“It is highly probable that the cheapest power sources 
cannot be tapped except by government-owned lines.” 


* 


“A modern electric range is a more artistic piece of 
furniture than the dressing tables of Marie, Queen of 
Scots.” 


* 


“The threat of government operation is in itself a 
deterrent, but the continuous flow of threatened rules 
and regulations is well-nigh destructive of all individual 
initiative.” 


> 


“Because the public utilities have deliberately elected 
to enlarge the theatre of their financial operations 
nationally, the remedy, if applied at all, must, be by the 
Federal government.” 


* 


“Our government has enough troubles of its own 
at the present time in looking after its proper govern- 
mental functions without entering additional field of 
endeavor which, for it, would only multiply its difficul- 
ties,” 


* 


“Today’s sovereigns, who hold the power of eco- 
nomic life and death over us, are the Congress at 
Washington, the legislatures of 48 states, the commis- 
sioners in 3,100 counties, and the aldermen, trustees, 
and so on of multiplied thousands of townships, school 
districts, cities, villages—in all, about 250,000 taxing 
bodies.” 
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The Fallacy of Falsifying 


Facts and Figures 





How the human error of exaggeration leads to 
unsound conclusions in the consideration of regu- 
latory problems 


By HENRY C. SPURR 


hunter, trader, and guide; also 

a famous story-teller. He knew 
how to exaggerate a few facts into 
a good yarn. Visitors coming back 
from the Yellowstone often repeat 
some of the old guide’s fantastic ac- 
counts of his adventures. This is 
what Bridger did with as simple a 
fact as an echo: 


J ‘i Bridger was a celebrated 


“Opposite a certain camping 
ground where he frequently stopped 
there arose the bald flat face of a 
mountain, but so distant that the echo 
from any sound which originated in 
this camp did not return for the space 
of about six hours. Bridger convert- 
ed this circumstance into an ideal 
alarm clock. Upon retiring for the 
night he would call out lustily ‘Time 
to get up!’ and true to his calculation, 
the alarm would roll back at the pre- 
cise hour next morning when it was 
necessary for the camp to bestir it- 
self.” ? 


Fishermen are said to be prone to 
make the most of such facts as they 
possess with reference to their ex- 


1“The Yellowstone National Park,” by 
Hiram M. Chittenden, p. 46 





ploits with the rod and line. A 
woman who was a follower of Izaak 
Walton once caught a five pound 
bass. This gentle lover of the sport 
prided herself on her veracity, but 
could not resist the temptation to 
exaggerate a wee tiny bit. When 
asked what the fish weighed she re- 
plied, “Oh, it weighed five pounds; 
and they were five big pounds.” 

The truth is we all have a little 
mathematics in our systems. At least 
we know how to multiply facts: when 
it is necessary to do so in order to 
make a good story. This happy abil- 
ity to multiply and exaggerate makes 
it easy to jump to unsound conclu- 
sions. 


Pye saepeypeie for example, asserts 
that a room-rate basis of charg- 
ing for electric service is bad. It 
says that according to the owners of 
large dwellings, this system means a 
higher charge than formerly. 

Now, in order to make a good story 
these assertions are backed up by an 
exaggeration or multiplication which 











il- 








takes the form of a statement that the 
country is full of homes which have 
twelve or fifteen rooms. 

There are unquestionably many 
houses of that size or even larger in 
the country; but the idea conveyed is 
that the number of twelve or fifteen 
room houses, as compared with smal- 
ler homes, is very substantial. The 
fact is: 

68.2 per cent of all of the houses 
have 6 rooms or less. 

13.9 per cent have 7 rooms. 

8.4 per cent have 8 rooms. 
3.8 per cent have 9 rooms. 

2.5 per cent have 10 rooms. 

All over 10 rooms represent 3.2 
per cent. 

The same newspaper complaining 
of a rate schedule on the room count 
basis, says: 

“The people of the country ask the 
company to abolish this system.” 


The company answers: 


“We have reason to believe this is 
not the sentiment of all of the peo- 
ple. We would like to ask if this is 
the sentiment of the large number of 
customers who will receive substan- 
tial savings through this new rate 
and who have already recognized this 
fact by making applications to be 
billed under this rate. Every day 
brings a number of new requests for 
this rate.” 


We may safely conclude that the 
assertion that the people of the coun- 
try ask the company to abolish this 
system, was probably not the state- 
ment of a fact but the multiplication 
of a small sum by a very large multi- 
plier; that the facts were stretched to 
make a good story. 


HE flare-up in the United States 
Senate over a charge of surpris- 
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ing political bribery is a good illustra- 
tion of the tendency to multiply or ex- 
aggerate for the sake of a good story. 
According to the New York Times 
and the United States Daily, a certain 
Senator made this astounding charge: 


“You will find that men with Judge 
Parker’s consent are being offered 
Federal judgeships and other ap- 
pointments to office if they will vote 
for this nominee.” 


Faced with a flat denial of the 
charge the Senator in question said he 
had not spoken as the stenographer’s 
record indicated, and that he did not 
wish to imply that Judge Parker knew 
of any offer being made to any Sena- 
tor. 

Later the same Senator made cor- 
rections in the record so that his. 
charges would refer to a single case 
of an offer of appointment. 

The Senator to whom the offer was. 
alleged to have been made when ques- 
tioned about the matter, is reported 
to have said: 


“T am sure that all he has said was 
in good faith; but when he says that 
he understood me to say that I was 
offered a judgeship I must beg to 
say that the Senator was mistaken in 
my statement. I made no such state- 
ment.” 


So, if we can believe the record, we 
have a good illustration of this ten- 
dency to multiply or exaggerate. 
From a single unsupported instance, 
the charge is expanded into the as- 
sertion that, “men are being offered 
Federal judgeships,” and “with Judge 
Parker’s consent.” If the Senator, in- 
deed, did not say so, that, at least, 
was the way it was reported; and 
undoubtedly the next person who re- 
peated the story would have multi- 
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plied it a little more and so on and on. 
If the charge had not been checked 

there is no telling to what extent the 

exaggeration would have gone. 


N forensic attacks considerable 

license in this respect is allowed. 
Those who exaggerate are not neces- 
sarily guilty of mental dishonesty. 
Their habit of multiplication aided 
by a fertile imagination leads them 
unconsciously to unsound conclusions, 
which they probably believe to be 
true. Perhaps we all become fans for 
one hobby or another. Everything 
supporting our hobby looks big to us. 
In that condition of mind it is hard 
for us to limit ourselves to saying 
that a five pound bass weighs five 
pounds or even five big pounds. We 
would, at least, raise it to seven, and 
some would put it at thirty, and per- 
haps believe that the estimate was 
very conservative. 

Those who are attacking public 
service regulation frequently intro- 
duce what they have to say by a pre- 
liminary observation, to the effect 
that “there is a widespread belief that 
regulation has broken down.” A few 
local instances of dissatisfaction over 
the outcome of rate cases are multi- 
plied into “widespread dissatisfac- 
tion.” An undersized bass is con- 
verted into a fish of enormous size 
and weight. 


Poem illustration of this tendency 
to multiply or exaggerate is 
furnished in an attack on a former 
Wisconsin Railroad Commission. A 
joint resolution of the legislature of 
that state recited that the public gen- 
erally is complaining of the burden 
of high rates exacted for the service 
rendered by public utilities engaged in 
the telephone and electric light, heat, 
and power field. This statement bears 
all the earmarks of an exaggeration. 
Notice its nature. The rates are “ex- 
acted” and “the public generally is 
complaining.” 

In a brief submitted to the legis- 
lature, the commission denied that 
such a condition existed. The com- 
mission did not deny that there was 
some complaint, and that in individ- 
ual localities the complaint had been 
rather serious; “but,” said the com- 
mission, “that the public generally is 
complaining of high rates is not the 
truth.” 

The commission pointed out that 
the public had been so little interested 
that in a very large proportion of the 
cases in which telephone companies 
had asked for authority to increase 
rates, there had been no appearance 
on behalf of the public and no pro- 
test against the proposed increase 
lodged with the commission. The 
commission declared that in a large 
number of cases statements had been 


e 


probably the best in the world. But, because the commis- 


q “THE service of American public utilities as a whole is 


sions have not adopted a certain theory uf rate making, 
commission regulation is said by some to be a failure. This 
is manifestly merely an exaggeration for the sake of a 
good story.” 
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submitted by the companies signed by 
hundreds of customers agreeing to 
the proposed rates. The commission 
also said: 


“It may be charged that the pub- 
lic is so hopeless of securing a fair 
review of its case by the commission 
that in despair it has refrained from 
attempting any presentation. If that 
were the case it is reasonable to as- 
sume that there would be an ava- 
lanche of spontaneous - complaints 
lodged with the governor’s office and 
with other state officials. To the best 
of our knowledge this has not been 
the case. We are not informed that 
either under this administration or 
under previous administrations in 
recent years there has been more 
than an occasional criticism and com- 
plaint lodged with the governor. It 


has never been shown to the com- 
mission that any considerable volume 
of spontaneous complaints have been 
lodged with any other official. 


It is 
doubtless true that practically the en- 
tire body of the public would prefer 
to pay lower rates, but it is not true 
that there is any general complaint of 
the burden of high rates as recited in 
the resolution except possibly in in- 
dividual localities, and an analysis of 
the facts in those localities will show 
that the complaint is not spontaneous 
but in practically every case has been 
due to agitation by some individual 
or small group of individuals.” 

H’* the commission not stated the 

truth of the matter? Com- 
plaints are usually due to agitation by 
some individual or group of individ- 
uals. That is, of course, all right, but 
the trouble is that their individual 
complaints are multiplied into a gen- 
eral complaint for the sake of a good 
story. 
Many of the complaints lately lev- 
eled at the commissions have been to 
the effect that the commissions have 
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not been able to prevent electric utili- 
ties from charging extortionate rates. 
The general charge is based on the 
theory that the electric companies are 
holding up the public, picking their 
pockets as it were; and that the com- 
missions, either because of lack of 
ability or power or because blocked 
by the courts, are unable to prevent 
it. This charge of exorbitant rates 
is, from an economic standpoint, a 
most absurd exaggeration. 

No business could have grown to 
the size of the electric industry on 
the basis of exorbitant rates. There 
would not be the demand for the serv- 
ice which exists if the people did not 
feel that they were getting value re- 
ceived for their money. 

The people now take electric service 
for granted as if it were something 
to which they had a natural right. 
But no one in Washington’s time 
thought he had a natural right to elec- 
tric service. The demand for that 
service had to be created. Once the 
old kerosene lamp lighted the house 
fairly well, but it was replaced by gas. 
Then electric lighting was developed. 

The idea that gas lighting was su- 
perior to kerosene lighting had to be 
sold to the public on a strictly com- 
petitive basis. So the idea that elec- 
tric lighting is superior to gas lighting 
had to be sold to the public on a com- 
petitive basis. Neither of these com- 
petitive services could have made a 
place for itself if the rates had been 
unfair to those who use the service. 
If either gas or electric rates had been 
unconscionable, as is sometimes as- 
serted, we would still be burning kero- 
sene lamps. 

The charge that the commissions 
have not been able to prevent exorbi- 
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rooms.” 


How Figures Are Exaggerated to “Point a 
Moral or Adorn a Tale” 


ce Aner for example, asserts that 

a room-rate basis of charging for elec- 
tric service is bad. 
make a good story these assertions are backed 
up by an exaggeration or multiplication which 
takes the form of a statement that the country 
is full of homes which have twelve or fifteen 


Now, in order to 





tant rates is aimed at domestic rates. 
There would be no possibility of rais- 
ing any popular interest in anything 
else. 


I F, as the Wisconsin Railroad Com- 
mission said, there is no general 
belief that rates are extortionate, 
some will say that this is because the 
public has been lulled to sleep by 
propaganda. But is this absence of 
complaint not probably owing to the 
fact that the public understands pret- 
ty well that the service is worth very 
much more than is paid for it; and 
that the burden of maintaining these 
modern necessities, which would once 
have been a great luxury, is very 
slight ? 

Is not public apathy to agitation 
against utility charges due to the fact 
that the cost of this service is about 
the smallest item in the family bud- 
get? Ask any man what his monthly 
bill for electricity is; and divide the 
amount by thirty. If the daily cost 
is more than the price of a good cigar 
it is above the average. 

In view of that fact are not as- 
sertions that utility rates are exorbi- 
tant adding several pounds to the 





actual weight of the fisherman’s bass? 


Skene the charge that public serv- 
ice commissions no longer pro- 
tect the public. There is about as 
much foundation for it as there 
was to the Senator’s reported charge 
that political bribes were being of- 
fered to United States Senators for 
votes. The commissions are decid- 
ing thousands of regulatory ques- 
tions every year, protecting the pub- 
lic by the elimination of wasteful 
competition; by the suppression of 
discriminatory practices; by refusal 
to allow discontinuances of service 
because of disputes over bills; by re- 
quiring extensions of service where 
extensions would otherwise not be 
made; by refusal to allow abandon- 
ment of service, where the service 
would otherwise be abandoned; by 
ordering physical connections between 
telephone lines and between railway 
lines where these connections would 
not be made except for the action of 
the commission; by the establishment 
of laboratories for the testing of 
meters; by the elimination of danger- 
ous grade crossings ; by the inspection 
of utility plants for the safety of the 
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service; by the regulation of security 
issues; and by the establishment of 
uniform accounting rules and stand- 
ards of service. 

As to all of these activities there 
has been little criticism. No one 
claims that the commissions have not 
done well in the regulation of utility 
service. The service of American 
public utilities as a whole is probably 
the best in the world. , 

But, because the commissions have 
not adopted a certain theory of rate 
making, commission regulation is 
said by some to be a failure. This is 
manifestly merely an exaggeration 
for the sake of a good story. 

Within the last five years the com- 
missions have reduced rates in many 
states. This has resulted in saving 
the public millions of dollars. Henry 
A. Frazier, recorder of the Califor- 
nia commission, has stated that for 
every dollar invested in regulation in 
California, $7 have been returned to 
the ratepayers in the shape of reduced 
charges, without taking into consid- 
eration refusal of the commission to 
sanction proposed increases in rates. 
One could hardly say that commis- 
sion regulation in California has 
broken down even if he believed that 
$8 instead of $7 should have been 
saved for every dollar invested; and 
$8 would probably be the maximum 
saving possible on any theory of rate 
making whatsoever. 


NOTHER very common instance 

of mulitiplication or exaggera- 
tion, is the statement frequently made 
that the Federal courts are blocking 
state regulation of utilities. A few 
large, expensive, and slow-moving 
cases are picked out and multiplied 
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into a legion, or a “flood” of litiga- 
tion, as one newspaper puts it. 

The assumption is that when these 
cases are decided against the rate- 
payers, or against the commissions, 
the Federal courts are wrong. Not 
all of the Federal court decisions go to 
the utilities. When decided in favor 
of the ratepayers, there is, of course, 
no complaint from the ratepayers. 
The New York 7-cent fare case is a 
fair illustration of that. When the 
Supreme Court ruled against the util- 
ity and sent the case back to the state 
courts, Mayor Walker of New York 
city was reported in the newspapers 
to have expressed great confidence in 
the Supreme Court; but any decision 
against the ratepayers is regarded as 
an interference with state regulation, 
and by some with state rights. 

A number of cases have been de- 
cided during the last quarter of a 
century against the contentions of the 
ratepayers. This fact has been so en- 
larged upon by critics as to make it 
appear that the utility companies are 
rushing headlong into the Federal 
courts at every opportunity to thwart 
commission regulation. 


HE Federal rule that utility com- 
panies are entitled to a return on 
the value of their property, once the 
ratepayers’ panacea for low rates, is 
now asserted on behalf of ratepayers 
to be oppressive and even sinful. The 
utilities are said to be wrongfully, or 
at least unwisely, taking advantage of 
their legal rights by appealing to the 
Federal courts, thus aiding and abet- 
ting those courts in destroying effec- 
tive regulation. 
But even if it is assumed that the 
Federal courts are always wrong 
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“EvEN if it is assumed that the Federal courts are always 
wrong when they decide that rates fixed by commissions 
are so low as to be confiscatory, the charge that this is 
seriously interfering with regulation, and that the utility 
companies are insisting upon their full legal rights, is a 
good-sized exaggeration.” 


when they decide that rates fixed by 
commissions are so low as to be con- 
fiscatory, the charge that this is seri- 
ously interfering with regulation, and 
that the utility companies are insist- 
ing upon their full legal rights, is a 
good-sized exaggeration. 

New York state may be taken as 
an illustration. The present public 
service commission of that state 
from 1921 to 1928, inclusive, issued 
11,440 orders in formal proceedings 
brought before it. Of these cases 
only 3 were appealed to the Federal 
courts and only 2 involved the ques- 
tion of rates. What is true of New 
York state is true with slight varia- 
tions in the other states. The propo- 
sition of appeals to the Federal courts 
from commission decisions is neg- 
ligible. We are referring now to ap- 
peals from commission decisions and 
not to appeals from arbitrary acts of 
legislatures. 

Chairman Henry C. Attwill of the 
Massachusetts Department of Public 
Utilities has said that Massachusetts 
began regulating railroads in 1869 
and gas and electric companies in 
1885 and that he doubts in all that 
time whether more than ten cases have 
been appealed to the courts, and the 
present commission has been reversed 
by a court but once. 


} ig might be argued that infrequency 
of court appeals does not affect 


26 


e 


the charge of Federal court interfer- 
ence with state regulation because the 
commissions are compelled to follow 
the Supreme Court rule as to value, 
and when they do that there is no 
occasion for appeal. In other words, 
as the commissions are forced in all 
cases to follow the value rule, the ex- 
tent of court interference is not meas- 
ured by the number of appeals. 

But the commissions are not fol- 
lowing that rule in most cases, and 
the utilities are not insisting on it. 
Notwithstanding the fact that Massa- 
chusetts has never based rates on the 
value of utility property, and de- 
clares that it never will, appeals to the 
courts by utility companies have been 
very few. 

A former chairman of the Wiscon- 
sin commission has said that of the 
hundreds of rate cases decided by that 
Commission he could count on his 
fingers of one hand those in which the 
companies had insisted on a fair re- 
turn on the full value of their prop- 
erty. 


eee of utility property is a 
weapon of offense or defense 
employed only in exceptional cases. 
It is employed both by the companies 
and the ratepayers. That it is still 
regarded as important to the ratepay- 
ers may be appreciated by the fact 
that a joint resolution of the Wiscon- 
sin commission charged that the 
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property of many utilities in the state 
had not been valued by the commis- 
sion. To this the commission re- 
plied : 

“It is true as alleged in the next 
paragraph of the resolution that the 
property of many of the utilities in 
the state has never been appraised or 
valued by the railroad commission. 
It is also beyond question, although 
the resolution does not so state, that 
a great many of the rates which have 
been collected by utilities, whose 
properties have not been valued, 
could be increased on the basis of a 
valuation even if that valuation were 
not based on present-day prices. It 
is not fair to assume that in cases 
where the commission has not made 
a detailed valuation the rates are 
necessarily unreasonable. Many of 
the companies are earning so small 
a return that on no conceivable basis 
of valuation could the rates be re- 
duced. In other cases the commis- 
sion has evidence as to the cost of 
the greater part of the property. It 
and members of its staff are also 
familiar with many of these prop- 
erties and in comparison with other 
properties in the state which have 
been appraised can determine in 
many cases whether a valuation is 
needed in order to deal reasonably 
with the public. For instance, there 
have been a great many telephone 
rate cases decided by this commis- 
sion in which no valuation was made 
and in which an audit of the books 
could not be undertaken but the com- 
mission knew in those cases that the 
book value of the company’s prop- 
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erty was so low that there could be 
no question that it could be support- 
ed if a valuation were made and that 
the operating expenses did not exceed 
the amount necessary to carry on the 
business. To make a valuation and 
audit in those cases would involve a 
great deal of expense, take a great 
deal of time, and accomplish nothing 
and we think that if the legislature 
provided the funds to do this work 
in every case there would be a great 
deal of criticism on that account.” 


| is apparent, therefore, why state- 
ments that the utilities are insist- 
ing on the value rule and are rushing 
into the Federal courts to obtain a 
right to earn a return on the full value 
of their properties, fall within the 
classification of exaggerated state- 
ments produced by lively imagina- 
tions. 

They make a good story but they 
are not true. 

The tendency of the utility com- 
panies contrary to a popular view has 
been to avoid litigation. Where it is 
necessary to thresh out disputed ques- 
tions before the commissions, the dis- 
position has been to abide by the de- 
cisions. The general rule is that 
commission decisions are final. Ap- 
peals to the courts are only rare ex- 
ceptions. 

So it appears that critics are mak- 
ing a good many big pounds not out 
of a small bass but out of a feather. 





Who the “Small Consumer” Really Is 


ComMMONLY pictured as the average, everyday user of gas and 

electricity, he is, in reality, a very different person. In view 

of the controversy that centers about him in the determination 

of the service charge, the actual identity of this “little fellow,” 

as revealed by facts and figures, is illuminating as well as sur- 

prising. In the coming issue of Pustic UtiLities Fort- 
NIGHTLY—out August 4th. 
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Our Inflexible Rate of Return 





Should it not be modified to conform with the 
fluctuations in business conditions? 


By D. F. PEGRUM 
ASSISTANT PROFESSOR OF ECONOMICS, UNIVERSITY OF CALIFORNIA 


NE of the basic difficulties in 
@) our present regulation of rail- 

roads and public utilities lies 
in the fact that our methods are al- 
together too inflexible. The present 
political agitation, directed against our 
current policies of regulation, make 
this a particularly appropriate time to 
examine our regulatory procedure; 
it is, indeed, during periods of stress 
that theoretical considerations take on 
their real significance. When busi- 
ness is flourishing ; when we are bask- 
ing in the illusion of “prosperity,” 
discussions of abstract principles 
which emphasize factors likely to 
prove troublesome when economic 
stress is evident are dismissed as be- 
ing academic. Depression, however, 
serves to bring us to our senses some- 
what, for a time at least. It is then 


that we seek to analyze difficulties; it 
is then, also, that convincing illustra- 
tions of weaknesses may be obtained. 
This is particularly applicable to our 
methods of public utility and railroad 
rate control. 





HE effects of the present period 
of depression on the railroads of 
the United States have already re- 
ceived so much attention that no elab- 
oration is necessary here. Their rev- 
enues have reached such a low ebb as 
to threaten seriously the very exist- 
ence of many carriers. The prices of 
the securities of all of the railroads 
are at a level which makes refinancing 
or the securing of additional capital 
very difficult. Financial institutions 
for which railroad securities form a 
major source of private investment, 
and institutions which are, in turn, 
the main holders of bonds of the car- 
riers, are finding these securities less 
and less desirable to hold and im- 
possible to acquire because of the low 
margin of net earnings. This condi- 
tion, of course, aggravates, and, in- 
deed, is one of the important factors, 
in the immediate problem of railroad 
credit. 
The situation has at last brough* 
home to the public the fact that rail- 
road credit is the very core of the 
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issue of railroad rate regulation. 


HE Transportation Act of 1920 

provided that the net railway op- 
erating income of carriers should be 
such as to provide a fair return on the 
aggregate value of railway property 
held for and used in the service of 
transportation in the rate groups des- 
ignated by the Interstate Commerce 
Commission. In accordance with the 
act the commission divided the coun- 
try into three groups and on March 1, 
1922, set 53 per cent as the fair re- 
turn on the aggregate property of the 
carriers in each group. 

The theory underlying the legisla- 
tion is that the fair return represents, 
theoretically at least, the net revenue 
which carriers need, under efficient 
and economical management, to main- 
tain a sound credit position. This 
point should be specially noted for it 
is the crux of the problem. The fair 
return is to be such as to maintain 
sound credit in the transportation in- 
dustry. Consequently this fair return 
must be obtained either as an average 
or for each particular year. 

The Interstate Commerce Commis- 
sion has taken the stand that the law 
indicates that 6 per cent is to be re- 
garded as the fair return. Moreover, 
the discussion in the Reduced Rates 
Case, coupled with later decisions, 
leads to the conclusion that the com- 
mission regards 6 per cent as the 
maximum intended by law. In view 
of the fact that 53 per cent (equiva- 
lent to 6 per cent including Federal in- 
come tax) was set as the fair return 
in the Reduced Rates Case, the con- 
clusion is inescapable that this fair 
return must be secured each year. 


1 See Reduced Rates, 1922, 68 Inters. Com. 
Rep. 676. 
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ly practice the law has not worked 
according to the theory underly- 
ing it. At no time since the law was 
passed have the carriers ever earned, 
as a whole, the fair return set by the 
Interstate Commerce Commission. 
To argue that the trend of interest 
rates has been downward since 1922, 
and that the statistics of railroad in- 
come were very favorable to the car- 
riers during the years down to 1929, 
is to beg the whole question. There 
seems to be no indication that the 
commission thought that 5} per cent 
was too high as a goal during those 
years. 

In 1921 the commission distinctly 
took the stand that rates could not be 
reduced below recognized standards 
of what is fair and reasonable in or- 
der to aid industry, and conversely, 
that rates could not be raised above 
the same standards when industry 
was prospering.* Yet, in the recent 
application by the railroads for a 15 
per cent increase in rates the authori- 
ties denied almost entirely the appli- 
cation of the carriers on the grounds 
that the increases would be harmful 
both to the railroads and to the con- 
suming public and that such an in- 
crease would raise the rates upon 
many kinds of traffic above a just and 
reasonable level. 


) should be emphasized that this 
just and reasonable level has been 
arrived at by a theory that is the very 
opposite of the one used before. In 
the present case the just and reason- 
able level which the commission evi- 
dently has in mind is that level which 
will not “disturb business conditions 


2 National Live Stock Shippers’ League v. 
Atchison, T. & S. F. R. Co. (1921) 63 Inters. 
Com. Rep. 107 
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and an already shell-shocked indus- 


try.” 

It seems plain that the consumer of 
transportation services is the focus of 
attention. On the other hand, in the 
earlier cases which have been men- 
tioned the reasonableness of rate struc- 
tures to the carriers was the focal 
point. To quote the commission: 


“Defendants have met the issue thus pre- 
sented with evidence as to the reasonable- 
ness of the present rate structure as a 
whole, judged by the recognized transpor- 
tation standards. It has been suggested 
that to these standards should be added 
another, that of economic necessity; that 
the carriers as public servants should bear 
part of the public burdens; and that we 
may find unjust and unreasonable a rate 
structure which is not relaxed to relieve 
the needs of an industry. Put in another 
way, the proposition is advanced that we 
may find existing rates unjust and unrea- 
sonable, and require that they be reduced 
below what would be justified by standards 
heretofore recognized, because an industry 
is not prospering. If that be true, then the 
converse must be true, that at times when 
the industry prospers we may find justified 
rates higher than those which under ac- 
cepted standards would be just and reason- 
able. If true of this industry, it must be 
true of other industries that languish or 
flourish, now and hereafter; and if true 
of industries, why not true of localities 
or individuals? The answer is that the 
foundations of what is just and reasonable 
are not set on such shifting sands. Essen- 
tially the proposition is not new and has 
been dealt with and disposed of long ago.” 
(National Live Stock Shippers’ League v. 
Atchison, T. & S. F. R. Co. (1921) 63 
Inters. Com. Rep. 107.) 


A view of existing conditions 
compels one to acknowledge the 
wisdom of the present decision, but 
by the same token one must condemn 
our past policies in regulation. In- 
deed, it seems that the Transportation 
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Act of 1920 introduced practically no 
change in the practice of regulation as 
far as the general level of rates is con- 
cerned. Our present situation is dis- 
tinctly comparable to that arising 
from the policy of regulation in the 
decade prior to 1920. During that 
period regulation was essentially re- 
strictive in nature. Except in isolated 
cases (e. g. Commissioner Daniels) 
there was slight appreciation of the 
fact that a “living” wage is as neces- 
sary to a corporation as to an individ- 
ual. Indeed, our policy seems to be 
characterized by “the rate making of 
desperation.” 


HEREIN lie the causes of the 
difficulty ? 

Our methods ef rate regulation 
have proved too static for a dynamic 
economic society. Experience has 
taught or should have taught us that 
it is impossible to maintain a constant 
fair return by maintaining constant 
rates. 

As a matter of fact, the theory un- 
derlying our present practice in regu- 
lation is inelastic. 

If the theory is adhered to consist- 
ently then rates must rise in times of 
depression and fall during times of 
prosperity. This is precisely the in- 
verse of the necessities of the situa- 
tion. Rates should be regulated so as 
to synchronize with the fluctuations 
from depression to prosperity, al- 
though the amplitude would be much 
less. 


for a dynamic economic society. Experience has taught 


q “Our methods of rate regulation have proved too static 


or should have taught us that it is impossible to maintain 
a constant foir return by maintaining constant rates.” 
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Furthermore, the actual return re- 
ceived should fluctuate in a similar 
way around a mid-point which would 
represent the mean fair return re- 
quired by sound economics. When 
earnings are above the fair return, the 
carriers should be required to reserve 
the excess and to invest it in such a 
way as to make it available for inter- 
est and dividend requirements when 
earnings are low. The foregoing plan 
would be of advantage both to the 
carriers and to the consuming public, 
for rates could be adjusted to main- 
tain adequate average earnings to the 
railroads as a whole, and in a way that 
would be easiest for the public to bear. 
oo. this same plan would as- 

sist in smoothing the peaks of 
prosperity and the troughs of depres- 
sion. A rise in transportation prices 
when business is booming would tend 
to slow down the acceleration process 
by increasing costs of production, 
while lower rates in times of depres- 
sion would lower costs of production 
at a time when lowered costs are a 
prime prerequisite of recovery. 


B 


oTtH Congress and the Interstate 
Commerce Commission must 


share a measure of blame for the - 


above criticism. The legislation has 
been too conflicting in its meaning, at 
one time setting up standards of con- 
trol and at another leaving a freedom 
of action apparently in conflict with 
those standards. On the other hand, 
the decisions of the Interstate Com- 
merce Commission indicate clearly 
that its theory has been one of com- 
parative inflexibility. Moreover, 
where the law gave an opportunity to 
experiment with flexibility (e. g. § 
15a (3) ) the commission decided up- 
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on the opposite stand. (Reduced 
Rates, 1922, 68 Inters. Com. Rep. 
676.) 

On behalf of the commission it 
should be stated that the writer be- 
lieves that the commission interpreted 
the law according to the intent of 
Congress. In this respect the blame 
distinctly should be laid at the door 
of Congress. 


Deseo these observations 
have been addressed to policies 
of railroad regulation, yet they apply 
equally well to the regulation of utili- 
ties. The theory of most of the state 
commissions has been just as inflex- 
ible as that of the Federal body. That 
the situation has not become acute in 
the utility field is due to a number of 
factors. 

First of all, the business of public 
utilities is not affected, as yet, so di- 
rectly nor so violently by business 
fluctuations. 

Second, the state commissions have 
been able to grapple with each situa- 
tion on its merits and hence have been 
able to avoid in part the problem of 
the “weak” and “strong” concerns. 

Third, the state commissions have 
been more liberal to the utilities. 

Fourth, the Supreme Court of the 
United States, in the cases coming 
before it, has been decidedly liberal 
to the utilities. 

Fifth, it seems apparent that most 
utilities would be able, if unrestrained, 
to obtain very high returns, while the 
railroads are subject to much severer 
economic limitations on the level to 
which rates could go. 

What is needed now is a careful 
analysis of the indisputable exper- 
ience of the past decade so that we 
may profit by the lessons we have had. 





OUT OF 
THE MAIL BAG 


Where the World’s First Electric 
Railway Car Was Operated 


N page 129 of the February 4th issue of 

Pusiic Urtizities FortNIGHTLY appears 
a calendar of “Important Events” which in- 
cludes a statement to the effect that the first 
electric street car made its appearance on the 
streets of Richmond, Va., in 1888, and that 
Siemans and Halske started the first electric 
railway in 1881. I construe this statement 
to mean that the first electric street car ever 
operated was on the streets of Richmond in 
1888. I am sending you a copy of the 
Alabama Power Company’s house organ, 
Powergrams, of April, 1923, which contains 
the claim of Montgomery for the distinction 
of having operated the first electric street 
car and that the year was 1886, two years 
prior to the time when the first car was 
operated in Richmond. 

There have been several discussions as to 
which of the two cities really deserves the 
distinction but history, if it is to be accepted, 
unquestionably gives the credit to Mont- 
gomery and I would greatly appreciate the 
necessary correction in your magazine. 

—W. J. BaLpwin, 
Birmingham, Alabama. 
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The Relation of “Value” to 
“Cost” in the Computation 
of Going Value 


NE concluding word, in my controversy 
in Pusric Uriities FortnicHTLy with 
Luther R. Nash over “going value.” On 
the surface, the issue seems to be fairly 
drawn between opposing methods of provid- 
ing for the risk of early losses. In fact, 
however, I suspect the controversy between 
Mr. Nash and myself is more basic. Mr. 
Nash’s arguments in favor of the inclusion 
of going value run entirely in terms of 
“cost.” But, as his finishing stroke, he quotes 
with approval the following excerpt from 
the opinion in the Monroe Gas Case: 
“The additional value is there.” 
Is further evidence needed to demonstrate 
that the most able and sincere advocates of 


going value are, consciously or unconsciously, 

thinking of “value” even while they are talk- 

ing of “cost?” And must it be established 

again that in rate proceedings market value 

considerations cannot be permitted to enter? 
—Ben W. Lewis, 

Oberlin College, Ohio 
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When the Service Charge Is 
Discriminatory—and When 
It Is Not 


ay I comment on “A Municipal Plant 

Endorses the Service Charge” in the 
April 14th number of Pusiic Urtmiries Forr- 
NIGHTLY? This item applies to the city of 
Regina, Saskatchewan, Canada, which has 
adopted the service charge for its municipal 
plants and considers that part of the rate 
structure as particularly suited to the condi- 
tions of that community. 

Since the comments on the Regina schedule 
referred to my article on “The Effect of the 
Service Charge on the Small Users” in the 
March 3rd number of the magazine, it has 
occurred to me that further explanations with 
regard to my position might be worth while. 

I wish to make clear particularly that I 
do not consider the service charge unreason- 
able and discriminatory against small users 
in all instances. My article referred to large 
cities where there are great differences in 
concentration of population and housing con- 
ditions. I had in mind, especially on the 
one extreme, large apartment houses which 
are mostly tenanted by small users but which 
make possible the delivery of gas at mini- 
mum unit costs for practically all cost ele- 
ments. On the other extreme, I considered 
elaborate single family houses with wide 
frontages, which have large consumers but 
which also have large unit costs with regard 
to all cost elements. 

Such extremes are commonly found only 
in the larger cities. Where they do exist to 
a substantial extent, and where various inter- 
mediary conditions prevail, the service charge 
has inevitably the results pointed out in my 
article. It is discriminatory against the small 
users who live mostly in multiple family 
houses under conditions of maximum econ- 
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omy as to practically all classes of distribu- 
tion costs. But, in the case of smaller cities, 
the conditions are distinctly different. In the 
ordinary country town, say up to 25,000 or 
even 50,000 population, there are no great 
extremes as to conditions under which serv- 
ice is rendered. The houses have almost 
the same relative street frontage and involve 
about the same costs per customer for the 
various steps in distribution. While, of 
course, there are differences, they are not 
glaring, and do not have the distinct class 
result of placing the higher charges against 
the groups of consumers which are served 
generally under the most economical condi- 
tions as to cost. 

Under such circumstances, where no real 
discrimination occurs, there is ‘no particular 
objection to a service charge if it is kept 
within moderate amount and is well co- 
6rdinated with the follow-up rates, especially 
with respect to promotional blocking. I do 
not wish to infer, however, that even under 
such conditions it is essential to a reasonable 
rate schedule. All I mean to say is that if 
there are no great diversities in conditions 
under which service is rendered, the service 
charge can be made a practical part of a fair 
rate schedule. 


paw the difficulty in most instances 
where the service charge is opposed and 
where it has distinct dicriminatory effects, 
appears when the companies (or municipal 


plants) are attempting to take the first step 
toward the introduction of promotional rates 
but when, at the same time, they are un- 
willing to accept an immediate reduction in 
gross revenues. The management, therefore, 
endeavors to include in the service charge an 
amount which will make up the immediate 
loss in revenue incurred by the lower com- 
modity rates, especially in the brackets for 
the larger consumption fixed at sharp reduc- 
tions for the purpose of promoting future 
utilization. In such instances there is, of 
course, a loss of revenue among existing 
customers who already reach the higher blocks 
of consumption and will, therefore, get an 
immediate reduction in charges. To make up 
this loss, higher charges are placed upon the 
present small users in the form of a service 
charge. 

It is expected, of course, that the lower 
rates for the higher blocks will stimulate ad- 
ditional consumption and will induce present 
small users to become large ones. The im- 
mediate loss of revenue on large users will 
presently be replaced through the greater 
number of large users in the future. But 
there is the immediate loss of revenue, which 
is sought to be supplied through the service 
charge paid by the existing small users. 

This result is not necessarily unjust if, un- 
der the prevailing conditions, the ordinary 
small user is likely to become a large one 
through the shift in rates to the promotional 
form. But it is discriminatory where the or- 


dinary small user is not only served under the 
most economical conditions, but where he is 
unlikely to become a large user because of the 
housing conditions, notwithstanding the form 
of promotional rate. Under s circum- 
stances, the introduction of a service charge 
is inevitably discriminatory against the small 
users as a class and is not justified as a part 
of the rate schedule. 

Any rate schedule must be considered with 
relation to the conditions under which serv- 
ice is furnished. Its justification must rest 
also upon the results that may be reasonably 
achieved both as to utilization and as to dis- 
tribution costs. No one schedule can be laid 
down as a pattern of reasonableness, nor can 
any part or form of rate be condemned as 
inevitably unfair. 

—Joun Bauer, 
New York City 
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A Visit to the “Taxless Town 
of Vermont” 


CCASIONAL references to “taxless towns” 

in} Pustic Urtimitims FortnicHtty 
prompt me to report my recent visit to 
Orleans, Vermont, which has been paraded 
all over the nation as the “taxless town of 
Vermont.” 

As a matter of fact, Orleans is not a town 
and its people do pay taxes—and plenty of 
them. 

In company with two business men from 
North Conway, N. H., I went to Orleans 
in March, driving some 215 miles by auto 
for the round trip. Orleans is just a small 
village in the town of Barton, Vermont. 
Some years ago it was called “Barton Land- 
ing,” but as this was confusing to railway 
men, and to passengers also, the Boston and 
Maine Railroad changed the station to 
“Orleans,” and the citizens got their village 
incorporated, under that title. I should judge 
that the village has from 125 to 150 people 
within the corporation. From Barton to 
Orleans is 6 miles of mud, ruts three to six 
inches deep in the spring. As we motored 
along we joked about the wretched highway 
and expressed the opinion that if “no taxes” 
produced this kind of highway, it was a poor 
bargain. 

There are three small manufacturing 
plants in the village and they consume 
seventy to eighty per cent of the total elec- 
tricity sold. The community has a few miles 
of third-class wire and poles that probably 
were cut from the woodlots nearby; they 
are small and of a type that would never 
be used by any responsible utility corpora- 
tion. 


HE town of Barton, some thirty years 
ago, built an electric light plant. It orig- 
inated from necessity; there seemed to be 
no private corporation willing to furnish 








electric service for them at that time. Any- 
how, they have about $93,000 invested in this 
plant. arton sells electric current to the 
village of Orleans for 1.67 cents per kilowatt 
hour and the latter, as a village, sells to its 
citizens on a sliding scale from 8 cents down. 
The 8-cent rate is for households; thus a 
profit of nearly 500 per cent is made on this 
top rate. 

The water system cost the town of Barton 
$50,000. The hotel pays $20 a year and the 
rates go down from this to $8.50 for the 
ordinary house for one family. A small 
profit is shown for most years on the water 
system, though not every year. If the water 
plant was under private ownership the tax 
would amount to much more than any profits. 

The citizens do not lay claim to any re- 
markable feat in the matter of success along 
these lines for either the water or the electric 
light plants. 

During the past five years the village tax 
has ranged from $1.10 to 75 cents per $100 
and it is this tax, which for the first time 
has been exempted this year. That’s all there 
is to the boast about a “taxless town.” 

Mrs. Parlin, the owner and manager of the 
only hotel, The Valley House, in Orleans 
said: 

“I have paid taxes for fifteen years, and 
expect to pay for the next fifteen. I pay 
a poll tax, a school tax, a real estate tax; 
yes, and we pay a water tax, or rate too, of 
$10 a year.” 

The trustee of the village of Orleans 
writes me that Mrs. Parlin pays $20 a year, 
not $10, as I understood her to say. The 
village tax is used for paving streets and 
sidewalks in the village. Mrs. Parlin’s “real 
estate” tax is in reality a town tax. 

The trustee writes me that “I absolutely 
agree with you in anything socialistic.” He 
says that he does not believe in public owner- 
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ship and also says that he would “vote today 
to sell the plant to private concerns, at what 
its worth.” All of which is proof that neither 
Barton or Orleans have anything to brag 
about. 

Barton has a population of 1,300. It would 
have been vastly better off if it could sell 
its plant today for what it has cost its citi- 
zens, and the intelligent part of the popula- 
tion recognize this. The only village im- 
provements that I could notice were the 
paved streets and sidewalks, electric lights, 
and a fountain that works in warm weather. 
The municipal building has no connection 
with the water or light department; it was 
built in exactly the same way an average 
town hall is built in New England towns. 
Its two upper floors are rented to the Masons 
and the Eastern Star. The lower floor is 
mainly a movie theater and also used for 
dancing. The Masons and Eastern Star pay 
$600 a year in rent. I am told that the 
rents will wipe out the debt in a few years. 


7 are a number of municipal plants 
in Vermont. The average cost for all 
sales of electric service in the municipal 
plants of Vermont is 3.30 cents per kilowatt 
hour; the average for the private plants is 
2.06 cents per kilowatt hour, or about 62 per 
cent higher in the municipal plants as com- 
pared with private ownership. 

When one reads of some “taxless town” 
in Kansas, or Vermont, or any other place 
in America, one can put it down that there 
are no “sich places,” unless there are very 
high tax rates, as in Colby, Kansas. So far 
as I know, every one of these advertised 
“taxless towns” pay one or more sets of 
taxes directly, and the rest of the taxes they 


pay indirectly. 
—F. G. R. Gorpon, 
Haverhill, Mass. 
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The “Therm Basis” of Billing for Gas Service 
As SEEN BY A UTILITY COMMISSIONER 


Attempts to introduce the British system of charging the 
customer for the quantity of heat furnished—in other words, 
for the heat content of gas—insiead of charging him for the 
cubic foot of gas used, have been met with conflicting opinion. 


Both methods have been employed in Indiana. 


In a coming 


issue of Pustic Utitities FortNIGHTLY one of the Indiana 
commissioners, HowELt Ex.is, will summarize the results. 
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What Others Think 





Comparisons between Private and 
Municipal Power Plant Rates 


HE lack of dependable and com- 

prehensive data on the operations 
of municipally operated utilities has 
long been a stumbling block in attempts 
to arrive at a complete picture of such 
activities. The Bureau of the Census 
has stated that because municipal util- 
ity accounts are so often “hopelessly in- 
volved and combined with the general 
accounts” the data covering municipal 
utilities are not as trustworthy as those 
secured from the commercial stations. 
The latest census gave added recogni- 
tion to this fact in limiting its requests 
for complete data from municipal 
plants to those in cities of 25,000 or 
more population. The late Delos Wil- 
cox stated that it is a fact that munici- 
pal accounting is very often defective, 
partly because of the failure of the pub- 
lic to appreciate the fundamental im- 
portance of correct accounting in a com- 
munity enterprise. 

It was only recently stated by a writ- 
er in this magazine that “every fair 
comparison shows that public operation 
is producing equal or better service at 
much lower cost to the public” and that 
the “experiences of scores of American 
cities, to say nothing of Ontario, make 
up a mountain of irrefutable evidence.” 
Any attempts by the private company 
operators or their spokesmen to deny 
the existence of this mountain were 
termed by the author “infantile.” 
Those who believe as this writer does 
may be somewhat embarrassed by the 
publication of a pamphlet by a firm of 


consulting engineers! avowedly as an 


1Burns & McDonnell Engineering Co., 
Kansas City, Mo. “What 100 Representative 
Cities Pay for Electric Light and Power un- 
der Municipal Ownership—Rates In Effect 
1931.” 56 pages. $1. 


attempt to supply data for comparisons 
on municipal projects. 

The information is stated to be tak- 
en from the records of “100 represe.ita- 
tive cities’ which operate municipal 
electric plants and all of which, states 
the pamphlet, “are successfully operat- 
ed.” Other cities “with equally low 
rates and fine records of earnings were 
omitted merely for the sake of brevity 
and space.” 


‘re published items and accounts 
vary as to the different plants and 
follow no attempt at uniformity. In 
more or less fragmentary form, the fol- 
lowing items are covered: number of 
customers ; capacity of plants (data as 
to purchased energy is omitted!) ; kilo- 
watt hours of output, sales, and losses ; 
revenues ; average receipts per kilowatt 
hour sold and per kilowatt hour of out- 
put, and condensed rate schedules, 
Conclusions are set forth in the in- 
troduction but data supporting such 
conclusions do not appear within the 
booklet. Among the conclusions are: 


“The often-repeated charge: ‘Politics in 
Public Ownership’ was found to have been 
largely a myth”; “The municipally owned 
plants have been the pace-setters in rate 
reductions”; “In reality, many municipal 
plants pay their full share of taxes and, 
in many instances, the reduced rates yield 
income ten times the revenue lost by no 
taxes”; “A number of the cities listed pur- 
chase power and distribute it only, thus 
having only half the savings and benefits 
they would have from full public owner- 
ship.” 

One seeks in vain for any figures as 
to purchased power, as to taxes, and as 
to rate reductions, and must conclude 
that these statements are based on fur- 
ther studies not revealed in the present 
volume. 











Tupy of the pamphlet shows innu- 

merable omissions of data and fre- 
quent errors which will presumably be 
remedied in a revised edition, if any is 
contemplated. It is not even possible 
to determine what year of operations 
the statistics of the different plants 
cover. Figures published about plants 
in Ontario are to be identified as for 
the year 1929, although this is not so 
stated. Reference is made in this con- 
nection to a diagram of rates charged 
in Ontario but the pamphlet fails to 
disclose it. Incomplete rate schedules 
are published. Minimum charges are 
sometimes omitted. Electric and water 
revenues are in several cases combined. 

Whether the list of cities is repre- 
sentative or not may be gathered from 
the omission of fourteen states in which 
there are municipal plants, and that in 
no less than eight states the largest mu- 
nicipal plants have not been included. 
For example, for Massachusetts only 
the plant in Hudson is shown, while 
those in Holyoke, Taunton, Chicopee, 
Peabody, and Westfield are not includ- 
ed; similarly for Louisiana, the plants 
of Alexandria, Monroe, and Lafayette 
are omitted. 

According to the pronouncement of 
the 1931 progressives conference the 
main purpose of municipal plants is to 
“create standards of service and of 
rates which can be applied in regula- 
tion of privately owned and operated 
electrical utilities.” The data now pre- 
sented of the 100 cities has been of- 
fered as representative and it is to be 
regretted that the information as to the 
operations of the municipal plants is 
so fragmentary and limited. 

The last government census of elec- 
tric stations, that of 1927, showed 2,198 
municipal electric plants, of which 
1,085 purchase all of their energy. 
These plants served 9.8 per cent of the 
total electric customers in the United 
States; sold 4.8 per cent of the total 
current, and collected 6.8 per cent of the 
total revenues frem ultimate customers. 
The average receipts per kilowatt hour 
sold amounted to 3.66 cents compared 
with 2.56 cents collected by the pri- 
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vate electric light and power companies. 


HE present pamphlet gives a sum- 

mary of the average income per 
kilowatt hour generated, the arithmetic 
average of the 100 plants being given 
as 3.2 cents per kilowatt hour. Refer- 
ence to the data by cities shows that 
such figures are not based on “income 
per kilowatt hour generated” but are 
computed on revenue per total kilowatt 
hour of output—including both gener- 
ated and purchased current. Income 
per kilowatt hour as shown includes 
even those large quantities of current 
lost in transmission and distribution 
and current used for plant services, for 
water departments, and for street light- 
ing for which no revenues are shown. 
In some instances losses and plant use 
are actually shown as producing reve- 
nue! Eliminating the current lost, cur- 
rent used in plant services, and non- 
revenue current the average receipts 
per kilowatt hour become 3.8 cents, in- 
stead of 3.2 cents. 

The device, used throughout the 
pamphlet, of including lost and non- 
revenue current in computing average 
income per unit results in startling dif- 
ferences in prices as compared with ac- 
tual income per unit sold. The fol- 
lowing examples are taken from the 
pamphlet : 


Income per kw. hr. 


“generated” Revenue 


(Includes losses, per kw. 
Municipal Plant etc.) hr. sold 
Freeport, N. Y. ...... 4.84¢ .29¢ 
Dyersburg, Ky. ....... 6.00 7.60 
Morristown, Tenn. .... 2.45 3.49 
Lincoln, Neb. ........ 1.83 3.86 
Georgetown, Tex. .... 4.20 6.80 
Lakeland, Fla. ....... 4.75 7.69 


For some of the cities it is impos- 
sible to determine just how the average 
receipts are computed. For example, 
the average income for Virginia, Minn., 
is shown as 2 cents per kilowatt hour. 
The report on this plant shows the out- 
put but fails to show any data as to 
electric sales or revenues. 


HE published statistics of the Na- 
tional Electric Light Association 
show that the average sales price of the 
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entire electric industry for current sold 
to ultimate customers for the year 1930 
was 2.66 cents per kilowatt hour. As- 
suming that all of the figures shown 
in the booklet are for that year it is 
found that 12 of the municipal plants 
sold their current at a price lower than 
such average and 88 at a higher figure. 
The following shows the range of aver- 
age receipts for the cities: 


Average receipts per kw. hr. No. of 
sold to all ultimate customers cities 
Over 8 cents per kw. eee rere 1 

ee rt Pe heres canine 2 
6 to 7 “s S . maSesarnetenews 6 
5 to 5.99 ” eee rer 8 
4 to 4.99 ” cael diarow senna 12 
3.50 to 3.99 cents per kw. SS Be 21 
RE 8 pvahmtoomrmreroarnd 22 
2.50 to 2.99 ” Pol ‘argiaiiseieen ane 16 
2.00 to 249 ” Tegan dares 6 
150 to 199 ” ma 3 
1.00 to 149 ” emcee oa 1 


‘eo classified data of sales are so 
incomplete that in only 9 cities 
out of the 100 is it possible to find a 
full record of sales to different classes 
of customers. Residential sales in 
these 9 cities average 554 kilowatt 
hours per year per customer at an aver- 
age cost of 4.12 cents per kilowatt hour. 
The figures of these 9 cities are as 
follows: 





Residential Sales 
‘ 2a 
Si st ty 
i i Be 
$2 88 ss 
we & i 
Los Angeles, Cal. .. 186,510 535 3.97¢ 
Cleveland, Ohio ... 38,105 598 3.63 
Riverside, Cal. .... 8,828 790 4.54 
Norwich, Conn. ... 6,435 438 6.40 
Manitowoc, Wis. .. 5,445 627 4.15 
Burbank, Cal. ..... 4,246 595 4.48 
Lakeland, Fla. .... 3,615 314 12.70 
Columbus, Ohio ... 2,177 548 5.07 
Rushville, Ind. .... 1,569 783 7.80 


So far as rate schedules are con- 
cerned, a summary in the pamphlet 
shows that the average monthly bill for 
50 kilowatt hours used for residential 
service based on 1931 rates in the 100 
cities was $3.29, or 6.58 cents per kilo- 
watt hour. The average sales by pri- 
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vate plants in 1931 to their residential 
customers, as shown by National Elec- 
tric Light Association statistics, amount- 
ed to 48 kilowatt hours per month and 
the average cost was 5.78 cents per kilo- 
watt hour. The accuracy of the munic- 
ipal average bill of $3.29 may be ques- 
tioned in view of certain evident errors 
in the computations. For example, the 
Tacoma, Wash., residential bill is com- 
puted on a commercial rate schedule 
instead of residential—the latter being: 
entirely omitted from the booklet. 
The Cleveland, Ohio, computation ig- 
nores the monthly service charge. 


T is frequently charged that the resi- 

dential rates of private electric com- 
panies are too high because they are 
higher than rates charged by the public 
plants in Ontario. The figures in the 
pamphlet indicate that the same situa- 
tion exists with respect to the rates of 
the municipal plants in this country. 
The average charge for residential serv- 
ice in these 100 cities is given as 6.58 
cents per kilowatt hour, whereas in On- 
tario the average charge for residential 
service is 1.7 cents. In other words, 
the average charge per kilowatt hour 
under municipal ownership for resi- 
dential service in these cities in the 
United States is almost four times as 
much as the average charge under mu- 
nicipal ownership in Ontario. The fol- 
lowing comparisons are taken from the 
booklet : 


Residential 

Population cost per 

Municipal Plants served kw. hr. 
oC er 120,799 0.8¢ 
Cleveland, Ohio ......... 180,000 3.6 
ee 66,132 1.4 
PU, GL n0.0:00:556.0-5+ 76,086 4.3 
es ee 26,709 1.6 
Colorado Springs, Colo. .. 33,237 5.9 
St. Catherines, Ont. ..... 21,768 2.0 
Norwich, Conn. ......... 23,021 6.4 
Port Arthur, Ont. ....... 18,305 1.3 
ESMNE, FO occ sc cscs 18,554 12.7 
Chatham, Ont. .......... 15,509 . 1.7 
Burtesks, Cal. .......cccce 16,500 4.5 
ee 5,009 1.9 
Loveland, Colo. ......... 5,506 10.12 
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FP pinw ne the block form of rate 
predominates for residential uses, 
it is found that all of the rate forms 
effective in private plant operation are 
likewise in use by one or more of the 
municipal plants. There are rates of 
the Wright type and of the Hopkinson 
type; some rate schedules provide for 
measurement of the floor area; some 
the connected load ; and some the num- 
ber of rooms. Of the 100 cities, exact- 
ly 50 have single rates applicable to 
residential business and 50 have both 
residential lighting rates and separate 
meter rates for cooking, heating, and 
other uses. 

The top rates of the 100 cities range 
from 13 cents to 3.75 cents per kilo- 
watt hour. In 17 of the cities such 


top rates exceed 10 cents per kilowatt 
hour; in 39 cities the top rates exceed 
& cents per kilowatt hour; in 53 cities 
the top rates are over 7 cents per kilo- 
watt hour ; in 72 cities the top rates are 
over 6 cents. In 16 of the cities the 
top rates lie between 5 and 6 cents per 
kilowatt hour and in 10 cities the top 
rates are under 5 cents per kilowatt 
hour. 

The closure to the foreword in the 
pamphlet states: “Anyone desiring de- 
tailed information is invited to com- 
municate with the engineers compiling 
this volume.” The detailed information 
needed is that necessary to fill in the 
glaring gaps in the reports in the pres- 
ent edition. 

—Cnar.es E. NEIL 





The Collapse of Industry and the Demand 


for a “Planned” Economic Structure 


A’ a demonstration of the desperate 
need of planning to reduce national 
chaos to disorder—if nothing more— 
George Soule’s book, “A Planned So- 
ciety,” is well conceived and cleverly 
executed, but as a practical program for 
action in these dis-United States, it 
leaves much to be desired. 

The opening chapters, dealing with 
the collapse of world morale after the 
World War, the collapse of democracy 
as practiced in this country, and the 
collapse of our industrial structure as a 
result of unbridled competition, are ex- 
cellent light reading. 

The author’s discussion of “Theories 
of Social Revolution,” and particularly 
the doctrines of Karl Marx, is good, 
considering the necessary limitations of 
space, although both in this and the pre- 
ceding chapters he may be a little hard 
on the Utopians, considering the con- 
clusions at which he himself appears to 
arrive. 

The chapter, “The Organizing Man,” 
is perhaps the best in the book, not 
because there is anything new in it, but 
because of the importance of the fact 


that such a creature does exist. After 
this chapter the next, “A Nation Walk- 
ing Backwards,” is rather an anticlimax. 
The events here discussed are too close 
to us to be seen in true perspective so 
that many of the opinions expressed in 
it will arouse opposition in the minds of 
well-informed persons. 

These first six chapters are a sort of 
background, or stage setting, for the 
problem indicated by the title. They 
are clever and well written, but those 
who have thought deeply about con- 
temporary civilization may well feel 
that this ground might have been cov- 
ered in less than 180 pages. 


| ie the last half of the book Mr. Soule 
attempts to get down to his subject, 
although as he himself admits he does 
not really get there until “the chapter 


before the last.” His descriptions of 
how we planned for war and how the 
Russians have planned for peace are 
interesting, though perhaps hardly con- 
vincing. Doubtless, our planning for 
the late war was a great advance over 
what had been done before, but as an 

















example (or even an indication) of 
what this nation might do in time of 
peace, it lacks realism. What we did 
then was done under the dominant emo- 
tion of men fighting for their nation’s 
life and under a practical dictatorship. 
Such emotional conditions are too in- 
tense to last and the war powers of the 
Federal government, which alone saved 
our mobilization from chaotic failure, 
can never be used in time of peace, 
without a complete reconstruction of 
our form of government. 

The author’s description of the 
methods and achievements in planning 
by Soviet Russia is amazingly clear and 
confident. Considering the conflicts of 
fact and opinion with which the litera- 
ture on this subject fairly teems, most 
of us feel that the visibility in this area 
is so low that we should proceed with 
great caution and that most of our con- 
clusions are guesswork. It is most re- 
freshing to find a prophet who moves 
in this twilight zone with such complete 
confidence. 

His outline of what we should plan 
in this country and how we should begin 
to do it is delightful. We might even 
begin at once, if we were unhampered 
by forty-eight state Constitutions on 
which a Federal Constitution has been 
superimposed, with forty-nine legisla- 
tive, executive, and judicial systems, to 
which many of our people seem quite 
wedded. 

In the earlier chapters of the book 
the author seems quite willing to scrap 
the whole system at once, but the real- 
ism for which he pleads would seem to 
require a more leisurely method of pro- 
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cedure if practical success is desired. 

The author blithely refers to groups 
of planning men, thinking about the 
national welfare under the authority of 
Congress, in apparent disregard of the 
fact that most of these powers are vest- 
ed in the several states which have 
never shown any desire to delegate 
them to the Federal government. 

Although the author is doubtless 
aware of it, he gives insufficient em- 
phasis to the fact that the form of 
government which we now have was 
designed to resist change and that it 
becomes wholly unmanageable in a 
crisis like the present. Intended solely 
for political use, if economic or indus- 
trial problems are to be dealt with, we 
must have machinery of a wholly differ- 
ent character, and it would seem ob- 
vious that if any planning which will 
be effective in averting disaster is to be 
done in this country, it must be under- 
taken by extra-governmental bodies. 
The mass of the voters cannot be per- 
suaded to abandon the present form of 
government by anything short of pro- 
longed and devastating collapse, which 
most of us hope will be averted. 

This book might well have been 
called, ““The Primer of Planning,” and 
it may have some practical applications 
in countries with a highly centralized 
form of government in the hands of 
their ablest men—like the government 
of England, for example. 

—Puuip Casor, 
Harvard University 
A Prannep Society. By George Soule. New 


York: The Macmillan Company. 
pages. $2.50. 1932. 








T used to be one of the slogans of 

the utility industry that no one 
would economize on lights, no matter 
what other expenditures might be cut. 
Recent records, however, of the earn- 
ings of various power utilities will 
cause many to be skeptical of the sound- 
ness of this remark. But others still 
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Proof” Utilities 


persist in the view that the utility earn- 
ings, of the operation companies at 
least, are depression proof. 

Typical of this view is an editorial 
in the New Republic which runs in part 
as follows: 


“What's all this nonsense about a de- 
pression? The Worcester Electric Light 
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Company, of Worcester. Massachusetts, 
hasn’t heard of any such thing. It paid 
a 32 per cent dividend last year, amounting 
to three-quarters of a million dollars, and 
a 64 per cent dividend, or a million and a 
half, the year before, making a neat total 
of 96 per cent in two years, during which 
most business men were out in the garden 
eating worms. All this money went to the 
New England Power Association, which 
some time ago bought the Worcester Com- 
pany and is now proceeding to get back 
the purchase price as rapidly as possible. 
The N.E.P.A. also bought local electric 
companies in other New England cities, 
and has been squeezing profits out of them 
at a similar fantastically high rate. In 
Quincy, the rate was 48 per cent in 1931; 
in Attleboro, 40 per cent; in Lowell, 14.4 
per cent, and so on. 

“Large sums are also taken by the parent 
company for ‘management fees’; these 
charges increased from $66,000 in 1927 to 
$1,500,000 in 1929 and there is no evidence 
that they have been much decreased, if at 
all, since then. Another scheme by which 
the local companies are bled white is the 
withdrawal of money for taxes; it is stated 
by the Federal Trade Commission that each 
subsidiary company is forced to pay an 
amount equal to its full Federal taxes, 
although the N.E.P.A. makes a consoli- 
dated tax return. While these vast sums 
are rolling into the pockets of the power 
trust, the cities which are thus being 
mulcted are struggling desperately to feed 
and clothe their unemployed; in Wor- 
cester, for example, the public treasury 
with difficulty found $1,200,000 for the poor 
last year, while the power company took 
away two thirds of that sum in profits. 
As we don’t need to say, these profits are 
made possible by unfairly high rates, per- 
mitted by the state regulatory authority. 
; Professor William Z. Ripley of 
Harvard made in The New Republic of 
May 18th a spirited defense of state regula- 
tion and state regulators. We shall be 
somewhat more impressed by his argument 
when we see the state of Massachusetts 
put an end to this shocking situation 
which exists just around the corner from 
Comrade Ripley.” 


OWEVER fortunate has been the fate 

during the depression of the par- 
ticular utilities in New England men- 
tioned in the above editorial, the general 
editorial statement seems to be dia- 
metrically opposed to the arguments 
advanced in an apparently carefully 
prepared article in the Annalist (New 
York Times). According to this latter 
view, the utility industry now finds it- 
self thoroughly imbedded in the eco- 
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nomic currents and adjustments which 
have involved every sort of business. 
It is obvious enough that in a pro- 
longed industrial depression affecting 
manufacturing plants which depend up- 
on the public utilities for a large por- 
tion of their manufactured power, there 
will be a heavy loss of markets for 
industrial power. This situation ar- 
rived many months ago, but it soon 
affected gross income of many operat- 
ing companies upon the dividends on 
whose common stock depended the for- 
tunes of holding companies. 

According to the Amnalist, during 
1931 this loss of gross revenue was 
practically offset by two factors, (1) 
success of operating companies in in- 
creased domestic sales, and (2) the 
effect of retrenchment in expenditures. 
The depression has continued, however, 
and wage cuts have become more nu- 
merous. They are diminishing the pur- 
chasing power of the general public. 
Even household consumption of gas and 
electricity begins to show curtailment. 
The article in the Annalist states: 


“The electric utilities, like many other 
industries, have built their expectations 
partly on a foundation which assumes the 
continuance of waste. The wasteful use 
of electricity was one of the characteristic 
features of the recent boom period. Now, 
it is being used much more sparingly. 
Domestic consumers of lighting current are 
not only burning fewer bulbs, but smaller 
bulbs, and the use of small household appli- 
ances depending upon power also shows 
a decrease. Another aspect of this de- 
creased use is the closing of many stores, 
and the ‘doubling up’ of families into a 
much smaller number of rooms, with the 
consequent decrease in lighting and other 
uses of power. By way of offset, may be 
noted the fact cited by Mr. Ellsworth that 
something like a million additional electric 
refrigerators sold since last summer are 
presumably now taking current and in- 
creasing considerably the total household 
consumption.” 


The Mr. Ellsworth referred to in this 
passage is Mr. D. W. Ellsworth who 
gave the result of a survey of gas and 
electric energy in the same issue of the 
Annalist. After reviewing the sharp 
decline in electric power production 
which occurred during the middle of 
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March and its consequent effect upon 
the stocks of certain leading public 
utilities five of which fell 59 per cent 
since March 8th, while thirty-three in- 
dustrial stocks during the same period 
fell only 29 per cent, Mr. Ellsworth 
concludes : 


“It is improbable, however, that de- 
creased domestic consumption has been the 
major factor in this decline. The chances 
are that further declines in industrial ac- 
tivity, particularly in the coal-mining and 
textile industries, have been the main cause. 
If that turns out to have been the case, 
the situation with regard to operating 
revenues is by no means so bad as would 
appear from the weekly output figures. 
Using the statistics for March, which were 
not available at the time the previous article 
was written, we find that with due allow- 


ance for seasonal fluctuations the decrease 
in total revenues from the all-time high 
record month of February, 1930, to March, 
1932, was only 7 per cent, in the face of 
a decline in kilowatt-hour sales to all 
classes of consumers which amounted to 
15 per cent.” 


At the end of March, according to 
the monthly report of the National 
Electric Light Association, the number 
of customers of all classes had increased 
to 24,547,322 from 24,546,100 at the 
end of February. 

—W. R.N. 


Eprrortat. The New Republic. June 8, 1932. 

Tue Position or THE Exectric Power UTILI- 
TIES IN THE INDUSTRIAL SLumMpP. By Ben- 
jamin Baker. The Annalist. June 3, 1932. 
(New York Times). 





The Romance of a State-owned Railroad 


pny if ever, does a Federal or 
state governmental body secure a 
copyright for publications which they 
sponsor. On August 25, 1925, how- 
ever, the general assembly of Georgia 
adopted a resolution authorizing the 
Georgia Public Service Commission to 
“bring together the information in a 
concise and compact form” dealing with 
the affairs of the state-owned Western 
and Atlantic Railroad. The resolution 
named the consulting engineer of the 
commission, James Houstoun Johnston, 
as the editor to assemble and prepare 
the report. Mr. Johnston did an excel- 
lent job—so excellent, in fact, that the 
public service commission of Georgia 
has secured a copyright and placed the 
book on sale through the commission’s 
office. After reading the book, this re- 
viewer is of the opinion that the deci- 
sion of the commission to handle the 
matter in this way was justified. Mr. 
Johnston, who hails from Savannah 
and is long familiar with the affairs of 
the railroad, has not only collected his- 
tory, records, and statistics, which con- 
stitute a valuable reference for legisla- 
tors and statisticians, but he has in- 
jected also three divisions of rich ro- 
mantic background of this property. 
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It was in 1833 that Governor Lump- 
kin began his campaign to secure the con- 
struction of the rail connection between 
the sea coast and the upper Mississippi 
valley by drawing the attention to the 
advantages of such a connection in his 
messages to the general assembly of 
Georgia. A few years after the date 
of Governor Lumpkin’s address on the 
subject, the state of Georgia entered 
the role of empire builder. The project 
was commenced on Independence Day, 
1837, and on May 9, 1850, the last link 
in the line was completed by the laying 
of the rails in the tunnel through the 
Checoogeta Mountains. 

Since that date this important link in 
our system of transportation has been 
functioning under state ownership and 
private operation, but a history of the 
operation of the 137 miles of railroad 
tracks becomes inextricably interwoven 
with the drama and romance of the 
Old South during the hectic period of 
the Civil War. Sherman, in his march 
to the sea, as well as other raiding 
Federal contingents, including those 
under the command of Hood and 
Wheeler, did about everything except 
blow up the tunnel. On one occasion 
the Union Army scouts detached the 
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famous engine “General” from a regu- 
lar passenger train while the crew were 
eating and attempted to use it to destroy 
as many bridges and tear up as many 
tracks as possible. Conductor William 
A. Fuller, however, chased them, first 
on foot, and then on another engine, 
the “Texas,” running backwards. The 
pursuers finally overtook the “General.” 
Conductor Fuller was subsequently dis- 
charged (about January 3, 1872) ac- 
cording to his own notation on a time- 
table as follows: “The last schedule 
run by me on the state road. Dis- 
charged for being a Democrat.” 

Mr. Johnston tells of the railroad’s 
difficulties during the reconstruction 


period, especially with regard to ter- 
minals. He mentions various other 
controversies between the state and 
municipalities, individuals, and other 
railroad companies. He covers ade- 
quately the financial history of the road 
including the results of operation by 
various lessees. 

The book contains about twenty-five 
illustrations, many of them new, as well 
as the map of the original survey of the 
line completed in 1837. 

—M. M. 


WESTERN AND ATLANTIC RAILROAD OF THE 
Strate or Georcia. By James Houstoun 
Johnston. Stein Printing Co., Atlanta. 
1932. 364 pages. 00. 





The Utterances of Congress about the Utilities 


In the Senate 


PLIGHT OF THE RAILROADS 


M®* Copeland (D.) of New York dis- 
cussed the distress in which the rail- 
road operators of this country now find 
themselves. He obtained permission to have 
published in the Record an article in the 
New York American (May 29, 1932) by 
General W. W. Atterbury, president of the 
Pennsylvania Railroad, dealing with the pres- 
ent condition of that industry. General 
Atterbury’s article pointed out that the rail- 
roads were never as efficient as they are 
today and that they could handle 20 per cent 
more traffic than was handled in 1929, the 
peak of the prosperous era. These efficien- 
cies, declared General Atterbury, were taught 
by adversities. He further observed that the 
railroads had cut the cost of transportation. 
(May 31, 1932.) 
- 


THE SUBSIDIZING OF STEAMSHIP 
COMPANIES 


M* McKellar (D.) of Tennessee asked 
and obtained leave to have printed in the 
Record a statement of the subsidizing trans- 
actions between the United States and the 
Franklin-Roosevelt-Dollar group of steam- 
ship companies, compiled from the official 
records of the United States Shipping Board 
and the Post Office Department as of May 2, 
1932, by John Nicholson. (June 2, 1932.) 


¥ 
THE TAX ON ELECTRICAL ENERGY 


M* Walsh (D.) of Montana asked and 
obtained leave to have printed in the 


Record an article appearing in the Journal 
of Commerce of June 2, 1932, entitled “Elec- 
tric Industry Not to Shift 3 Per Cent Tax 
—Utility Men Say Companies Will Absorb 
New $55,000,000 Levy on Gross Income.” 
(June 2, 1932.) 


¥ 


ASSESSING THE POWER TAX 
M: Howell (R.) of Nebraska spoke 

against the provision in the tax bill 
(which has since become a law) governing 


’ the method of assessing a 3 per cent tax on 
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the consumption of electricity. The particu- 
lar phrase to which he took exception was 
as follows: (the tax) “to be paid by the 
persons paying for such electrical energy and 
to be collected by the vendor.” Mr. Howell 
stated: “The question that was squarely 
before the Senate was whether we would 
tax the highly profitable electric companies, 
or whether we should put the tax on the 
people; and the conference committee decided 
that we should put it on the people; that 
we should eliminate the companies. The 
companies are not to pay a dollar; and I 
desire again to call attention of the Senate 
to some of the facts respecting the great 
profits of these companies.” Mr. Howell 
went on to review the record of earnings 
of the Potomac Electric Power Company 
in Washington, D. C., The American Power 
& Light Company controlling operations in 
Omaha, Nebraska. Mr. Walsh (D.) of 
Montana called attention to the earnings of 
the Worcester Electric Light Company of 
Worcester, Mass. For editorial reference to 
the earnings of this utility, see article in this 
issue, ante, p. 40. (June 6, 1932.) 
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In the House of Representatives 
THE POWER TAX 


M® Crisp (D.) of Georgia on behalf of 
the conference committee on the tax 
bill presented to the House provisions of the 
new bill (which have subsequently become 
a law) imposing a tax equivalent to 3 per 
cent of the amount paid for electrical energy 
for domestic or commercial consumption. 
(June 3, 1932.) 
* 


MUSCLE SHOALS 


M* May (D.) of Kentucky spoke on 
“Muscle Shoals and Paternalism in 
Government.” Mr. May said that it was 


his own opinion that it is not best for the 
government to engage in private business in 
competition with private interests, but he 
felt that special conditions warranted the 
support of the pending Muscle Shoals legis- 
lation. He pointed to the provisions that 
would permit private operation under the 
pending law if such operation can be secured 
under reasonable terms, but stated that he 
was not willing to see an investment of 
poole $150,000,000 continue to go idle. 

ay conceded that the pending bill in 
the House was fundamentally wrong in many 
particulars, but stated that in view of a bill 
pending in the Senate which took less re- 
gard of a private leasing provision, he ought 
to support the more conservative measure 
now pending in the House. (June 3, 1932.) 





Publications Received 


AmericA Faces THE Future. Edited by 
Charles A. Beard. The Riverside Press, 
Cambridge, Massachusetts. 1932. 416 
pages. Price $3 


Bustness Looks AT THE UNFORESEEN. By 

Wallace Brett Donham. New York: 
Whittlesey House, McGraw-Hill Book 
Company, Inc. 1932. 210 pages. 


ConsuMER ENGINEERING. By Roy Sheldon 
and Egmont Arens. Harper and Brothers, 
New York. 1932. 260 pages. Price $3.50. 


FRANKENSTEIN, INCORPORATED. By I. Maurice 
ormser, LL.D. Whittlesey House, New 
York. 1931. 242 pages. Price $2.50. 


GovERNMENT BY CoOPERATION. By Emerson 
D. Fite. New York: The Macmillan Com- 
pany. 1932. 346 pages. Price $3. 


Men, Money, AND Mercers. By George L. 
Hoxie. New York: The Macmillan Com- 
pany. 1932. 232 pages. Price $2. 


PowER AND THE Pustic. The American 
Academy of Political and Social Science. 
Philadelphia, Pa. January, 1932. 190 
pages. Price $2.50 


REcENT TECHNOLOGICAL DEVELOPMENTS AND 
THE MUNICIPALLY OwNepD Power PLANT. 
By Paul Jerome Raver. Chicago: The 
Institute for Economic Research. 1932. 
Price $1.50. 


THe INTERNATIONAL LABoUR ORGANISATION : 
Tue First Decape. Published for the In- 
ternational Labour Office (League of Na- 
tions) by George Allen & Unwin, Ltd., 
London. Distributed in the U. S. A. by 
the World Peace Foundation, Boston, 
— 1931. 382 pages. Price 


Tue Swope Pian. Plan by Gerard Swope, 
President General Electric Company; book 
edited by J. George Frederick. Business 
Bourse, New York, New York. 1931. 222 
pages. Price $3.50. 





Other Articles Worth Reading 


ConTROL OF SALE OF SECURITIES ON BASIS OF 
Sounp Financinc. By John C. Hull, Di- 
rector, Securities Division, Department of 
Public Utilities of Massachusetts. The 
United States Daily. April 23, 1932. 


Is Feperat Controt or Power Lixery? By 
Henry Mills. Barron’s. April 11, 1932. 


MounicrpaAL OwnersHip or Urtiuities. By 
George L. Hoxie. The Financial World. 


June 8, 1932. 
PLANNING FOR Power. By Morris Llewellyn 
Cooke. The Nation. Fane 1, 1932. 
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Recent Rate REGULATORY AND TAX LEGISLA- 
tion. By H. O. Caster. Gas Age-Record. 
June 4, 1932. 


SHoutp Utmity Rates Come Down? By 
James C. De Long. The Financial World. 
June 8, 1932. 


TAKING TRANSIT FoR A RIpE. , | 
Miller. World’s Work. June, 19. 


Wuaose Business Is ome By Frank R. Kent. 
The American April, 1932. 
Even if it’s x > povenmiant has a 
lot to say about it. 


ohn A. 








The March of Events 





Commercial Ownership of 
Canadian Electric Plants 
ae figures on electrical establish- 

ments in Canada show that to date the 
actual installation in water wheels and tur- 
bines aggregate 6,666,337 horsepower, or 15.5 
per cent of recorded resources, according to 
an announcement by the Public Utility In- 
formation Bureau of the Oklahoma Utilities 
Association. About 98 per cent of the out- 
put of central electric stations is generated 
from hydraulic installations. There are 328 
hydroelectric central stations with a total in- 
stallation of 5,734,491 horsepower, of which 
226 stations with 609 turbines and a combined 
capacity of 4,241,838 horsepower are owned 
by commercial organizations. Municipal or 
other public organizations operate 102 sta- 
tions containing 242 turbines and aggregat- 
ing 1,492,653 horsepower. 


* 


Utilities and Carriers Receive 
Political Attention 


HE platform adopted by the National 

Convention of the Republican party in 
Chicago contains planks which are of inter- 
est to the public utilities and carriers. One 
of the planks declares that “supervision, reg- 
ulation, and control of interstate public utili- 
ties” is an established policy of the party. 
The plank further urges legislation to au- 
thorize the Federal Power Commission “to 


Protest Made against Industrial 
Rates to Hold Customer 


HE Alabama Public Service Commission 

on June 11th took under consideration 
protests by Martin J. Lide, Julian E. Adler, 
and G. C. Illingworth against approval of a 
special temporary textile power rate which 
the Birmingham Electric Company seeks 
to establish for the benefit of the Selma 
Manufacturing Company. The complainants 
charged that the proposed rate is highly pref- 
erential and is designed to halt a threat by 
the manufacturing concern to build its own 


regulate the charges for electric current 
when transmitted across state lines.” 

There is a declaration that the promotion 
of agriculture, commerce, and industry re- 
quires codrdination of transportation, rail, 
highway, air, and water, and that all should 
be subjected to appropriate and constructive 
regulation. The platform states that the 
railroads constitute the backbone of the trans- 
portation system and that the industry is 
the largest employer of labor and the great- 
est of goods. The restoration of their credit 
and the maintenance of their ability to ren- 
der adequate service are said to be of para- 
mount importance to the public. 

The plank on transportation favors en- 
couragement of the further development of 
the Merchant Marine. 

Another plank states that the party stands 
committed to the development of the Great 
Lakes-St. Lawrence waterway. 


¥ 


Advertising Campaign for Gas 
Appliances Planned 


LANS for the institution of a national ad- 

vertising campaign to stimulate the use of 
gas and gas-burning appliances have been an- 
nounced by John A. Fry, chairman of the na- 
tional advertising committee of the manu- 
facturers’ section of the American Gas As- 
sociation. The program is to be financed and 
directed by the appliance manufacturers. It 
calls for an expenditure of about $2,000,000 
each year for the next three years. 


e 
Alabama 
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power plant. They declare that the utility 
would serve the company at a loss under the 
rate and thus discriminate against other Bir- 
mingham consumers. This is denied by rate 
engineers of the utility. 

Testimony by Lide was to the effect that 
the rate resulted from bargaining and was 
about 25 per cent lower than the rate charged 
other industrial concerns with the same load 
factor. He said that there is no spread what- 
ever in the rate, while he as a residential 
consumer had to pay a net rate of 76.5 mills 
per kilowatt hour for current which the elec- 
tric company paid the Alabama Power Com- 
pany about 6.38 mills per kilowatt hour. He 
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testified that the predecessor company of 
Selma Manufacturing Company went into 
bankruptcy partly because it was paying too 
much for power. He said that the company 
appealed for a reduction and got nowhere, 
but when the new company began operations 
and was refused a better rate, it began nego- 
tiations with various concerns for the gen- 
eration of its own power, and these negotia- 
tions caused the Birmingham Electric Com- 
pany to construct the special rate proposed. 

W. M. Mandy, testifying for the electric 
company, said at the proposed rate would 
net the company a profit of $8,977 a year, 
but this was denied by Lide who declared 
that a “wholly inadequate and absurd fixed 
charge was written into the proposed struc- 
ture.” 

William Rogers, attorney for the utility 
company, asked the commission to approve 
the rate to hold business the company could 
not retain in any other way. He developed 
the fact that Lide, Adler, and Illingworth 
negotiated with the industrial firm with the 
view of building a power plant, and he 
charged that they were protesting “because 
they didn’t get the business.” President 
White of the commission, according to the 
Birmingham Post, said that the commission 
would study the matter carefully, although 
he saw no reason why the utility should not 
construct rates low enough to hold business 
and meet competition. 


¥ 


Refund of Extension Deposits 
Demanded by Development 
Companies 


AND development companies, according 

to a statement made at a hearing before 
the commission, in its investigation of the 
Birmingham Gas Company, are demanding 
refunds of deposits made with the company 
or its predecessor, the Birmingham Electric 
Company, under contracts for gas-line ex- 
tensions through their properties. The Bir- 
mingham News states: 

“According to statements made to the pub- 
lic service body, the contract between the gas 
company and the development companies 
required the development companies to de- 
posit with the gas’ company money equal to 
the estimated cost of the installation with 
the condition that after house connections 
were made and payments on gas consump- 
tion were paid for a specified period that a 
refund of a fixed amount would be made.” 


> 


Gas Rates and Company Rela- 
tionship Are Investigated 


HE commission on June 10th held a hear- 
ing in its investigation of the Birming- 
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ham Gas Company’s rates. F. W. Seymour, 
president of the American Gas & Power 
Company from its organization in 1928 until 
January, 1932, when it went into the hands 
of the receiver, testified as to the relations 
between that company, the American Com- 
monwealth Power von a ag (holding 
company for the Birmingham Gas Com- 
pany), the Birmingham Gas Company, and 
other utility operating or holding companies. 
He was questioned particularly with refer- 
ence to the financial statement showing prop- 
erties and other assets of the American 
Commonwealth Power Corporation and sub- 
sidiaries, which was included in literature 
used in the stock-selling campaign of the cor- 
poration. 

A. E. Fitkin, owner and president of Bir- 
mingham Gas Company, according to the 
Birmingham News, gave investors in pre- 
ferred stock of American Commonwealth 
Power Corporation a ray of hope that they 
may realize something on their investment. 
He recently purchased the American Gas & 
Power Company from the receiver of the 
American Commonwealth Power Corpora- 
tion and with it about a score of subsidiary 
operating companies. He was questioned at 
length about his purchase of the American 
Commonwealth Power Corporation. 

He declared that it was contrary to his 
policy for stock of a holding company to be 
sold through agents of a subsidiary, since 
such stock-selling campaigns often bring 
about unfortunate situations and misunder- 
standings. He believed that it would be bet- 
ter to sell stock of the operating company 
when proper and necessary. 

The witness said that listing of stocks on 
stock exchanges under existing conditions 
gives no assurance they are sound, and the 
fact that they are listed should not exempt 
them from investigation by a state commis- 
sion when applying for authority to operate 
in the state. This was in reply to President 
White of the commission, who said that the 
laws of Alabama exempt stocks on the New 
York, Chicago, and other stock exchanges 
from investigation. 

Several purchasers of American Common- 
wealth Power stock testified they thought 
they were buying Birmingham Gas Company 
stock. Purchases were made through em- 
ployees of Birmingham Gas Company who 
had been instructed to sell the stock. Quot- 
ing from the News: 

“When attention of employees was called 
to the fact that certificates delivered to them 
were for American Commonwealth Power 
stock, witnesses testified, the employees said 
the American Commonwealth owned the Bir- 
mingham Gas Company and other utilities 
all over the United States and was better 
than Birmingham Gas Company. 

“The stock was sold at prices ranging 
from $90 to $92.50 a share, witnesses said. 
A number of circulars, financial statements, 















and other literature of American Common- 
wealth Power Corporation and checks pay- 
able to Birmingham Gas Company given in 
payment of stock subscriptions were offered 
in evidence.” 

New developments in the Birmingham Gas 
case necessitated a postponement of the in- 
vestigation. As stated by the News: “The 
new developments are: Purchase of the In- 
dustrial Gas Corporation by the Birmingham 
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Gas Company, approval of which is sought 
in a petition filed in the proceeding; com- 
plaints of holders of preferred stock in the 
American Commonwealth Power Corpora- 
tion, holding company, who purcha the 
stock through employees of the Birmingham 
Gas Company, and the gas company’s peti- 
tion for annulment of its contract with the 
Sloss-Sheffield Steel & Iron Company, and 
substitution of a new contract.” 
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Tucson Rejects Rate Offer 


A“ offer by the Tucson Gas Electric Light 
and Power Company to inaugurate vol- 
untary reductions in local light and gas rates 
has been rejected by the city council. This 
action terminated negotiations which had 
been in progress between representatives of 
the city and of the utility in an effort to 
bring about an amicable reduction in rates. 
It is stated in the Tucson Citizen that the 
demands for a reduction will now be pressed 





e 


ee | determination through the statutory chan- 
nels. 

The city’s action was based on the state- 
ment of its engineers that the proposed re- 
duction would amount to only $89,986 an- 
nually, instead of $225,000 as represented by 
the utility. Manager Max Pooler, of the 
local utility company, insisted that there 
would be a saving of $204,000 for electric 
customers and $21,000 for gas customers. 
He said that no further offers would be made 
looking to voluntary reductions. 


California 


Attack Is Made on Los Angeles 
Telephone Rates 


PETITION has been filed with the com- 

mission asking for a reduction of at 
least 25 per cent in all telephone rates of 
the Southern California Telephone Company 
and a refund to all subscribers of 25 per cent 
of the rates paid during the past two years. 
It is asserted that the company is realizing 
an annual profit of 17.59 per cent on the fair 
value of its property in the Los Angeles ex- 
change and a profit of more than 10.50 per 
cent on the entire asserted cost of the plant. 
The complaint was filed by attorneys for the 
Telephone Rate Reduction Association. 

The complaint also asserts that the recent 
order of the commission canceling 4-party 
service is null and void for. lack of jurisdic- 
tion and criticism is made of the commis- 
sion’s recent order permitting the company 
to charge meter rates for 2-party service. 
The complainants assert that the city’s board 
of public utilities and transportation has sole 
jurisdiction over the local service of public 
utilities. Since this question can be decided 
only by the courts, the association states, 
suit is being brought in the superior court 





of the county for that purpose. The Los 
Angeles Times says: 

“Citing the asserted cost of the company’s 
plant as $93,000,000 and asserting the com- 
pany is earning 104 per cent on this valua- 
tion, as against an asserted legal rate of 6 
per cent, the complaint asserts that this esti- 
mate of cost is ‘unreasonable and excessive 
and the result to a considerable extent of 
imprudent and unsound investment,’ and that 
it ‘does not truly represent the cost of con- 
structing said property in that it in- 
cludes arbitrary allowances for overhead 
services not furnished to the defendant, and 
unit costs for materials and labor not ex- 
perienced by the defendant.’ 

“The complaint goes on to assert that the 
amount of the ‘sound and prudent invest- 
ment in the property as of December 31, 
1929,’ was not in excess of $74,780,000, and 
adds ‘that said total sum closely approxi- 
mates the cost of reproducing said property 
as of said date.’ Figuring depreciation as 
not less than 30 per cent and then adding 
$1,000,000 and $5,000,000 as reasonable al- 
lowances for working capital and going con- 
cern value, respectively, the complaint then 
asserts that ‘the fair value of said property 
for rate-making purposes during each of the 














ught 


1 the 
ora- 
the 
ham 
peti- 
- the 
and 


han- 


ate- 
Te- 


| by 
the 
1ere 
tric 
ers. 
ade 











years 1930 and 1931 was not in excess of 


“In fixing the present rates in 1929, the 
complaint avers, the commission made no 
deduction for depreciation in the property 
and this factor accounts for the asserted ex- 
cess profits now being enjoyed. The assert- 
ed failure to allow for depreciation was in 
disregard, according to the complaint, of the 
legally established and recognized rules and 
principles for valuing public utility proper- 


The telephone company has maintained 
that it is receiving only a fair return on its 
investment. The company oe out that 
the organization employs 6,500 persons and 
services 390,000 telephones. F. N. Rush, vice 
president and general manager, ‘declared that 
much of the association opposition has re- 
sulted from the change from 4-party line to 
2-party arrangements. This change, he as- 
serted, was made for the benefit of sub- 
scribers and not for the purpose of increas- 
ing company earnings. 


* 


Commission Rate Order Protest- 
ed by City and Utilities 


Ts San Joaquin Light and Power Cor- 
poration has filed with the commission 
a petition for an immediate rehearing in the 
electric rate case which resulted in a com- 
mission order reducing rates on the ground 
that the new rates are confiscatory and that 
they will not permit the payment of 1932 
operating expenses and dividends on pre- 
ferred stock. A similar petition was filed in 
behalf of Midland Counties Public Service 
Corporation. 

President A. Emory Wishon of the San 
Joaquin Light and Power Corporation said 
that the commission’s findings were based 
upon mistaken assumptions. He said that 
9,300 stockholders, many of whom had their 
life’s savings invested with the company, 
were entitled to an assurance of their divi- 
dends. The commission’s assumption that 
business conditions in 1932 would be slightly 
better than in 1931 was declared to be un- 
warranted. He said that the company’s gross 
income for the first four months with the 
old rates still in effect is $398,000 less than 
for the corresponding period last year, while 
the balance for fixed charges is $499,000 less. 
He said that the stock market reaction to 
the commission’s decision demonstrates that 
earnings under the new rates will not sus- 
tain the company’s credit or permit it to ob- 
tain new capital. Bonds declined 10 points 
in the week from May 24th to May 3lst, 
while the 7 per cent prior preferred stock 
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declined 23 points during the same period. 

It was also said that agricultural consum- 
ers do not, even under existing charges for 
service, bear their fair proportion of the cost 
of conducting the business. The conclusion 
was drawn that an order directing the dis- 
counting of bills te agricultural power was 
made because of the depressed condition of 
agriculture and not because existing rates are 
unfair, and that the commission, in imposing 
rates that do not meet the cost of service, 
exceeded its authority. 

The city of Fresno filed a counter petition 
for a rehearing of the electric rate case on 
the grounds that the rate base allowed is too 
high and that the reduction should have been 
nearly twice as large. The city contends that 
the $69,200,000 rate base allowed by the com- 
mission is excessive; that the allowance of a 
charge against the consumers of $175,000 for 
the recent evaluation survey was unjustifiable 
and that the cost of the hearing itself should 
not have been allowed; that $35,000 as dona- 
tions to “power interest propaganda” is too 
much; and that home electric refrigerator 
owners were not considered in the rate reduc- 
tion. The city insists that the reduction 
should be $1,000,000 instead of $650,000. 


» 


Senate Votes Land Transfer 
for Aqueduct 


4 United States Senate on June 15th 
passed a bill to transfer to the Metro- 
politan Water District of California certain 
lands necessary for right of way in building 
an aqueduct from the Colorado river below 
Hoover Dam to a group of cities in southern 
California. The report of the Senate Public 
Lands Committee states: 

“The Metropolitan Water District of 
southern California is a public corporation 
organized under an act of the legislature of 
the state of California for the purpose of 
bringing water from the Colorado river to 
the metropolitan area of the coastal plain of 
southern California. The district consists of 
the following 13 cities: Anaheim, Beverly 
Hills, Burbank, Compton, Fullerton, Glen- 
dale, Long Beach, Los Angeles, Pasadena, 
San Morino, Santa Ana, Santa Monica, and 
Torrance, with an estimated aggregate popu- 
lation in 1932 of 1,700,000 and an assessed 
valuation of $2,382,184 5.” 

The cost of the proposed aqueduct is esti- 
mated at more than $200,000,000. The pur- 
chase of power by the district is relied upon 
as a primary source of revenue to repay the 
government the expenses of the Boulder 
Canyon project. 
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Colorado 


Sales by Interstate Gas Company 
to Be Investigated 

Ts public utilities commission has or- 

dered the Colorado Interstate Gas Com- 

pany to show cause why it should not be re- 

quired to cease distribution of gas in Colo- 

rado. The company holds a certificate of 


public convenience and necessity to operate 
in interstate commerce, and under its permit 
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it has the right to pipe natural gas into the 
state and sell it to distribution companies. 

The commission contends that the com- 
any is supplying natural gas directly to 
arge industrial plants in southern Colorado. 
Complaints have been received from southern 
Colorado coal operators who contend that, 
by selling gas directly to the industrial con- 
sumers, the company is engaging in intrastate 
trade and that it has no permit for this kind 
of distribution. 


Distriét of Columbia 


Slashes in Gas and Phone Rates 
Are Demanded 


HE Federation of Citizens’ Association, 

in its closing meeting of the season on 
June 4th, demanded an immediate reduction 
of gas and telephone rates in the District of 
Columbia. People’s Counsel Richmond B. 
Keech, says the Washington Star, added his 
voice to the demand. He said that he would 
make a statement outlining his position in 
detail, but he indicated that it might prove 
unnecessary to insist on a reduction as the 
company might put through a third volun- 
tary reduction as a means of securing good 
will. Two recent rate reductions volun- 
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teered by the company have each been fol- 
lowed by an increase in earnings, it is said. 

William McK. Clayton, on behalf of the 
association, filed with the public utilities 
commission a demand for an immediate pub- 
lic hearing to consider the lowering of gas 
rates. His petition states that the company’s 
rate of return for the first four months of 
this year is 13.47 per cent; that the rate of 
return for 1931 was 10.25 per cent; and that 
the return for each year since 1925 has been 
in excess of 7 per cent. He said that if the 
rates had been fixed at 7 per cent, it would 
have meant a saving of $800,000 to gas users 
in 1931, and that the savings for the first four 
— of this year would have been $420,- 


Georgia 


City Attempts to Shift Federal 
Power Tax from Consumers 


Ms Key on June 11th signed a resolu- 
tion by the Atlanta city council creat- 
ing a special committee to seek a reduction 
of domestic and commercial electric power 
rates at the hands of the public service com- 
mission. The resolution asks the commission 


e 
Indiana 


Rehearing of Logansport Gas 
Case Is Asked 


HE Indiana Public Service Company has 
asked for a rehearing on its gas rate. 
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to revise the rates downward and cites the 
new Federal law which imposes a 3 per cent 
tax upon domestic and commercial users of 
electricity. This, in the opinion of the city 
council, places the burden on those least able 
to pay. 

The committee that will work for the re- 
duction has been given authority to summon 
witnesses and compel testimony and conduct 
any necessary investigation. 


The commission on May 20th lowered the 
local rate from $1.55 to $1.35 per thousand 
for the first 2,500 cubic feet, reducing the 
rates 15 to 20 per cent. The petition for a 
rehearing says that the $434,000 valuation 
fixed on the plant is “unwarranted and arbi- 
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trary.” The Logansport Press informs us: 
“The city had won a contention that the 
Peru plant shou!d not be included in the val- 
uation as a rate-making basis due to the fact 
that it seldom, if ever, was used in supply- 
ing gas for Logansport. 

“The company allocated 45 per cent of the 
maintenance of Peru’s plant to Logansport 
as vr equipment. . 

“On the $434,000 valuation the company 
will realize a return of 7 per cent, the com- 
mission stated. The Peru plant was listed 
at $217,620 and the transmission line $174,- 
162 from which the company sought return 
here, according to evidence at the hearing. 

“The company says, ‘nothing in the find- 
ing discloses how the value attributed to the 
property was determined,’ arguing that the 
record shows it must be based on testimony 
furnished by the witness for the city of Lo- 
gansport. The company’s petition states this 
witness made no appraisal or valuation of 
the property.” 


> 


Rate Reduction Offer Awaits 
New Tax Legislation 


HE city of South Bend has been asked 
to grant a delay to the Indiana & Michi- 
gan Electric Company to submit its answer 
to the city council’s request for a voluntary 
rate reduction. Thomas F. English, vice 
president of the company, pointed out that 
a special session of the assembly had been 
called for July 7th and that higher taxes 
might result. He said in part: 
“Admittedly for the purpose of relieving 
real estate from the burden of taxation, and, 
to that end, and for the purpose of devising 
other methods for raising funds for govern- 
mental purposes, a special session of the leg- 
islature has been called for July 7th. It is 
unnecessary to mention the probable trend 
of legislation to be offered. Suffice it to say 
that such uncertainty exists as to the result- 
ant legislation that no electric utility can 
sanely make a reduction in its rates until 
it knows how its revenues may be effected 
by the acts of the legislature. Indiana & 
Michigan Electric Company today pays ap- 
proximately $11 tax for every customer it 
has in the city of South Bend.” 


> 


Injunction against Rate Order 
Vacated because of Tech- 
nical Error 


PERMANENT injunction preventing the 
Indiana Public Service Commission 
from enforcing its order providing for a 20 
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per cent cut in electric rates has been dis- 
solved by three Federal court judges for lack 
of jurisdiction because the clerk of the court 
failed to give Governor Harry G. Leslie 
proper notice of the hearing at which evi- 
dence in the injunction case was submitted. 
A temporary injunction was replaced in ef- 
fect and a hearing on the issuance of a per- 
manent injunction was ordered. The court 
also ordered the company to increase its bond 
in connection with the case from $25,000 to 
$50,000 as a guarantee of refunds if the per- 
manent injunction is refused at a second hear- 
ing. The Indianapolis Star says: 

“George W. Hufsmith, deputy attorney 
general, and Howell Ellis, a member of the 
public service commission, were well pleased 
with the victory. They were of the opinion 
that when the commission goes into court 
the second time, it will be in a much better 
position to defend its 20 per cent reduction 
and they believe that their engineers will have 
an appraisal of the Marion property far 
enough along to show the value of that part 
of it that serves the residents of the incor- 
porated city alone. 

“The three judges, when they granted the 
injunction, upheld the right of the commission 
to make cuts in rates as emergency meas- 
ures, but they stated that the 20 per cent de- 
crease was granted without sufficient evi- 
dence to substantiate it. Therefore, they 
held that the decrease amounted to confis- 
cation of property.” 


* 


Optional Electric Rate Plan 
Accepted by City 


HE Lebanon council recently voted to ac- 
cept the optional rate schedule offered 
by the Public Service Company of Indiana. 
The public service commission was expected 
to give its approval to the schedule. This 
will result in the withdrawal of the city’s 
petition for reduced rates which has been 
before the commission for several months. 
The city enters into no contract with the 
utility, and the rate plan can be discarded at 
any time by either side after due notice has 
been given, it was agreed. Consumers can 
continue to be billed under the present rate 
if the new schedule does not lower their 
electric bills or they can take advantage of 
the new plan if it brings about a reduction. 
Street lighting will be reduced by sub- 
stituting 400-candle power lights for 600-can- 
dle power lights, which will make a saving 
to the city of $1,973.40 annually. Members 
of the council inspected a le power 
light and reached the conclusion that the 
smaller lights shed about as much light as 
those higher powered. The 600-candle power 
lights are equipped with double globes which 
absorb much of the light, it was pointed out. 
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Kansas 


Commission Will Probe Bell 
Telephone Charges 


HE public service commission has an- 
nounced its intention to make an exhaus- 
tive investigation into the various charges of 
the Southwestern Bell Telephone Company. 
Special charges and the basic rate structure 
will be given a thorough inspection. 
Officials of the telephone company have 
refused to accede to demands by the commis- 
sion for reductions in certain service charges. 
They have been requested to eliminate the 
extra-equipment charge of 25 cents a month, 
and also to cut in half the present $1 charge 
of installation, restoration, and removal of 
phones. Another request of the commission 
was to eliminate the removal charge alto- 
gether when a customer had been using his 
phone for two years or more. The com- 
mission’s demand also included cutting de- 
posits for guaranteeing payment of bills to 


a ae basis instead of the $5 and $10 now 


ired 
= the request of certain newspapers us- 
ing automatic printer service the commission 
had asked a revision of the service rates 
charged to the Associated Press. 

“In a blanket refusal to meet the require- 
ments laid down by the commission,” says 
The Topeka Capital, Low Harris, general 
counsel for the Southwestern Bell, sas 
City area, told Hill that the company had 
received only a fair return for its services 
when times were good. During the present 
stress the company has lost many phones, and 
the officials cannot see their way to make any 
concessions, Harris said. 

“Hill replied that he had noticed the A. T. 
and T. companies, of which the Bell is a part, 
had made the largest net return of any cor- 
poration during the past year. Harris and 

. R. Kercher, representing the Southwest 
Bell, said that if such was the case the mon- 
ey was made in some other state.” 


Louisiana 


Legislature and Commission 
View Utility Situation 


OVEMENTS are under way to obtain low- 

er gas, electric, and telephone rates. 

The legislature and the commission are both 
giving their attention to the problem. 

The Senate on June 15th passed a bill 
which would prohibit hotels from charging 
more than 5 cents for local telephone calls 
placed by their guests through hotel switch- 
boards. A bill was introduced in the Lou- 
isiana house to prohibit the removal of any 
meter from the property of any person with- 
out written authority from the occupant of 
the property or from the commissioner of 
public utilities or the sheriff of the parish. 
Another bill would levy a tax of 6 per cent 
on deposits made by customers to any public 
utility for the purpose of securing service, 
the tax, as proposed, would be paid by the 
utility company. 

Lower telephone rates are being sought in 
Shreveport. Members of the city council 
have been asked to endorse widespread re- 
quests for reductions in telephone rates, says 
the Shreveport Times, and to memorialize 
the commission to grant reductions in public 
utility rates. 
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Commissioner Harvey G. Fields has re- 
quested officials of the Southern Bell Tele- 
phone Company to enter into a conference 
with him looking toward making reductions. 
The Times states that with recognition of 
the Federal tax on long-distance telephone 
calls, which may run as high as 20 cents on 
a toll message, Commissioner Fields is seek- 
ing at least a 15 per cent reduction in local 
telephone rates for a period of twelve 
months. A reduction of 10 to 15 per cent 
had been considered. 

The Board of Trade of New Orleans has 
ordered its municipal affairs committee to 
draw resolutions asking the commission coun- 
cil to base gas and electric rates on the pres- 
ent valuation of the New Orleans Public 
Service, Inc., so that lower rates can be ob- 
tained. The board also ordered the commit- 
tee to draw resolutions asking the public 
service commission to take up the matter of 
reductions in telephone rates in New Or- 
leans. 

Commissioner Fields is quoted in the 
Times as stating: “It is only right that the 
telephone company should voluntarily con- 
sent to lower its rates in view of the fact 
that it has lowered wages and is enjoying the 
benefits of lower prices for material and 
equipment.” 
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Massachusetts 


Worcester Councilmen Battle 
over Electric Rate Probe 


AT committee was appointed by the 
Worcester City Council recently to in- 
vestigate electric light rates. The committee 
reported that it was inexpedient at the time 
to petition for any further reduction in prices. 
It was said that Worcester enjoys the low- 
est rate in the state from a commercial com- 
pany. For example, the rate in Boston is 
7.5 cents per kilowatt hour as compared with 
Worcester’s top rate of 5 cents per kilowatt 
hour. It was stated further by the commit- 
tee that since 1929 the net profit before de- 
preciation had declined from $1,606,916 to 
$1,400,900 in 1931. In addition the committee 
was informed that there had been a steady 
decline in consumption of current in 1932. 
Considerable opposition was developed 
against the committee’s report but the coun- 
cil, by a vote of 16 to 12, refused to recom- 
mit the report and then refused to accept the 
report by a vote of 15 to 11. This raised a 
doubt as to what should. be done with the 
report, and after conference with the city 
solicitor it was ruled that the report should 
be placed in the custody of the council clerk 
for two years and then filed away for future 
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reference. A councilman immediately moved 
for reconsideration of the council’s failure 
to accept the report and this motion was post- 
poned. 

Opponents of the committee report de- 
clare that since the New England Power 
Association obtained control of the Worces- 
ter Company, it had been charging manage- 
ment fees for supervising operations, and 
that salaries of general officers had been in- 
creased. They also point to the “high divi- 
dends” of the company, but the committee 
states that the “apparent high rates of divi- 
dends are based on the par value of outstand- 
ing stock which amounts to $2,400,000, but 
the original stockholders paid in in addition 
$1,658,232 in premiums, which should be con- 
sidered as a part of the original investment.” 
It is said that at the time the New England 
Power Association took over the Worcester 
Electric Light Company there was over 
$1,000,000 in the treasury, and that the offi- 
cials of the company claimed that they recog- 
nized this fact when they bought control of 
it and paid, in effect, an extra $1,000,000 for 
the stock realizing that it would be recov- 
ered, and since the only way the cash could 
be taken out was by means of a dividend, 
this explains the 1930 extra dividend of 
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Michigan 


Detroit Gas Company 
Reduces Rates 


HE Detroit City Gas Company voluntar- 

ily reduced rates on June 9th, while the 
common council continued in argument over 
delaying a rate settlement, according to the 
Detroit Times, which adds: 

“William G. Woolfolk, president of the 
company, sent an announcement to council, 
outlining the steps taken by the company, 
Mayor Frank Murphy, and Corporation 
Counsel Clarence E. Wilcox in reaching an 
agreement. 

“Woolfolk told council further delay in ac- 
ceptance of the agreement by council was 
jeopardizing the company’s plans for import- 
ing natural gas, which, Woolfolk said, he con- 
sidered more important to Detroit than the 
rate reduction. 

“Woolfclk’s announcement proclaimed the 
new rates for small home users the lowest 
of any large city in the world. New indus- 


trial rates, he said, were designed to put De- 
troit on a competitive basis with other large 
manufacturing cities. 

“The reductions, Woolfolk explained, were 
based by the company on anticipation of the 
lowered costs of natural gas. . 

“The gas company president said the com- 
pany took the position common council has 
no rate-fixing powers. He quoted company 
attorneys as holding that only the Michigan 
Utilities Commission can adjust utilities 
rates. 

“The new rates comprise the schedule de- 
scribed as temporary in the ordinance Mayor 
Frank Murphy submitted to council more 
than three weeks ago.” 

The new rates provide reductions from 79 
to 77 cents per thousand cubic feet for small 
domestic users, a reduction from $1 to 80 
cents for minimum bills, and corresponding 
reductions in rates for other classes of gas 
users. The reductions are said to total ap- 
proximately $2,500 a day for the utility cus- 
tomers. 
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Minnesota 


Municipal Ownership Threat- 
ened to Force Franchise Issue 


Ayor Mahoney of St. Paul, according 

to the St. Paul Pioneer-Press, has 
threatened municipal ownership unless the 
Northern States Power Company agrees to 
franchises “fair to the people.” He said: 

“There will be no franchises submitted to 
the voters that do not guarantee a reduction 
in rates; no franchises that base rates on 
overbuilt or obsolete equipment; no fran- 
chises that do not require modern bookkeep- 
ing methods instead of the complicated sys- 
tem by which the company is now robbing 
its patrons. 

“The voters will never be asked to vote on 
iniquitous franchises such as the ones that 
were put to us the last time (The proposed 
electric, steam, and gas franchises defeated 
by the voters in February.) 

“If the power company will not agree to 
franchises fair to the people we can build 


our own plant. There can be no escape from 
the conclusion that the power company now 
is robbing the people.” 

The mayor later modified his remarks con- 
cerning municipal ownership by recalling 
that during the recent election campaign he 
was asked to state his attitude toward a mu- 
nicipally owned power system and that he 
replied that it was not an issue at that time. 
He declared that it would be an issue “only 
when the power company refuses to deal 
fairly with the people.” 

The mayor tried to direct public attention 
to the utility situation instead of the tax sit- 
uation. He attacked the newspapers and the 
Citizens Tax Relief Association, asserting 
that the tax relief movement “is a blind to 
detract attention from the real issue, which 
is reduction of light and gas rates.” The 
mayor’s views were expressed at a meeting 
of citizens called to organize the Electric, 

s, and Steam Consumers League. Not 
more than forty-five persons attended the 
meeting. 


@ 
New York 


Commission Investigates Long 
Island Lighting Rates 


Tf rate case of consumers against the 
Long Island Lighting Company, which 
has been delayed for more than five years 
was opened at the public service commission 
offices on June 9th before Milo R. Maltbie, 
chairman of the commission. Judge Wil- 
liam L. Ransom, attorney for the utility com- 
pany, called three witnesses to the stand to 
testify as to the value of the property hold- 
ings of the company, which supplies both gas 
and electricity. An engineer for the com- 
pany fixed the capital of the gas utility at 
$12,193,373.24. The total fixed capital of the 
electric properties was testified to be $34,- 


a 
Yonkers Street Railway Fare 
Case Reopened 
Ba public service commission has an- 
nounced that hearings on the Yonkers 
Railroad Company application for an in- 
creased fare will be reopened to receive ad- 


ditional testimony. The evidence sought re- 
lates to the historical cost or book cost of 
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the company’s property as a factor in deter- 
mining the value on which it is entitled to 
a return. The Yonkers Herald-Statesman 
informs us: 

“The history of the higher fare litigation 
dates back to July 24, 1930, when the trolley 
company filed its application for an 8-cent 
fare on all its lines. John J. Fogarty, then 
mayor, appointed former Mayor William A. 
Walsh as special counsel and John W. Burke 
as rate expert to fight the case. Six months 
were occupied in the preparation of complete 
inventory of railroad property to be used in 
disproving the company’s valuation of its 
assets. 

“There followed nearly a year of hearings 
before Public Service Commissioner Van 
Namee, during which the company main- 
tained that it is entitled to a return on a 
property valuation of more than $5,000,000 
while the city contended that a fair appraisal 
would not exceed 

“At the last hearing, ‘December 14, 1931, 
the transit company made a surprise move by 
abandoning its plea for an 8-cent fare and 
substituting instead an application for per- 
mission to divide the city into two zones, with 
Getty Square as the dividing point, and 
charge a 5-cent fare without transfer privi- 
leges in each zone.” 
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Oregon 


Apportionment Method Is Issue 
in Electric Rate Case 


Te plans for allocating property of the 
Northwestern Electric Company (the 
kilowatt-hour method used by experts of the 
state public utilities commission, and the 
gross revenue system favored by the utility 
company) held the spotlight when the rate 
hearing before Charles M. Thomas was re- 
sumed on June Ist, says the Portland Ore- 
gonian. 

The kilowatt-hour plan was assailed by D. 
F. McCurrach, company rate engineer, who 
branded the method as impractical and said 
the gross revenue system was much fairer 
because it divided the company properties 
according to the exact yields. Allocation of 
the properties as between Washington and 
Oregon looms as an important factor in the 
final decision of the commissioner. Under 
the kilowatt-hour method employed by C. R. 
Lester, chief engineer of the utilities depart- 
ment, 49 per cent of the properties were as- 


signed to Oregon as against 64 per cent un- 
der the computations of Mr. McCurrach. 
The Oregoman states: 

“Commissioner Thomas observed that he 
was doubtful whether the law permitted him 
to cross political boundaries into another 
state to determine his rate base, even though 
economically such a course might be indi- 
cated. McCurrach told the commissioner 
that to limit the investigation to this side of 
the Columbia river would be impossible, and 
that to use that as an arbitrary dividing line 
would be contrary to operating actuality. 

“Whereas the river is a natural barrier, it 
is a factor binding the communities of this 
vicinity into an economic whole, the rate en- 
gineer declared, adding that it would be un- 
fair to establish a rate on one side which 
could not be maintained for similar indus- 
tries on the other side. Mr. Thomas said 
that he would be glad to hear this point dis- 
cussed at length from its economic and legal 
phases and John A. Laing, legal counsel for 
the company, agreed to make such a presen- 
tation later.” 


e 
Pennsylvania 


Telephone Company Defends 
Hand Set Rental Charges 


P= C. Staples, vice president of the 
Bell Telephone Company, testified at a 
hearing before the public service commission 
on June 8th that the company would lose 
$6,300,000 invested in equipment if the 25 
cents a month rental charge for French hand 
phones were discontinued. This was in a 
proceeding begun by a petition to prohibit 
collection of the rental fee from subscribers. 
Quoting from the Philadelphia Record: 

“The utility official declared that if the 
charge were removed nearly all of the sub- 
scribers would want the hand sets. In addi- 
tion to loss of the investment, Staples esti- 
mated the company would be forced to spend 
$10,000,000 for additional hand sets. 

“Part of the record of a decision by the 
public utilities commission of New Jersey, 
which upheld the legality of the rental 
charge, was placed in evidence by Robert V. 
Marye, general counsel for the Bell Tele- 
phone Company. 

“The New Jersey decision pointed out that 
‘if reduction is effected on one class of serv- 
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ice, such reduction must be offset by in- 
creasing the charges for other services.’ 

“‘Hand sets,’ Staples said on the witness 
stand, ‘originated in Europe and a great deal 
of the demand for them came from motion 
pictures. Many of our friends and patrons 
asked for them, but we knew nothing of the 
cost of their manufacture, the cost of up- 
keep, or how long they would endure.’ 

“The first telephones of this type installed 
by the company in 1927 proved defective 
and they were replaced two years later by 
those now in use.” ~- 
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Governor Pinchot Will Limit 
Utility Charters 


Ga Pinchot has announced that he 
will refuse hereafter to sign any public 
utility charters that provide for a life -of 
more than fifty years. He said that while 
utilities should be given a sufficient life to 
protect the interests of investors, no per- 
petual or long-term right should be granted 
Mead x to saddle posterity with an inescapable 
urden.” 




















The Latest Utility Rulings 





General Economic Data Held Admissible in a Rate Case 


n the course of its investigation of 

the rates and affairs of the Wis- 
consin Telephone Company, the com- 
mission of that state listened to testi- 
mony relating primarily to economic 
conditions now prevailing in not only 
Wisconsin but in the entire couniry. 
This testimony was prepared and sub- 
mitted at the request of the commission 
by various departments of the state gov- 
ernment, and by a number of distin- 
guished economists from various parts 
of the United States. The main issue 
involved in the proceeding, of course, 
was whether the rates collected by the 
Wisconsin Telephone Company from 
approximately 300,000 customers in 
that state are fair and _ reasonable. 
Counsel for the company held that ob- 
jection to the admission of the testi- 
mony on general economic conditions 
is deemed immaterial. 

After ruling on a number of said mo- 
tions by the utility’s counsel, Commis- 
sioner Lilienthal issued a statement for 
the Wisconsin commission outlining the 


position of the commission. Commis- 
sioner Lilienthal stated that the com- 
mission would be “both blind and stupid 
if we failed to inform ourselves of the 
extent to which the depression has 
changed the whole economic fabric of 
the communities affected by this pro- 
ceeding.” He stated that there has 
been ample precedent for such action 
in various decisions of the United 
States Supreme Court. The statement 
was in part as follows: 


“The spectacular fall in the general com- 
modity price level and in the prices paid 
generally by public utilities for materials, 
supplies, and even labor (in many in- 
stances), the greatly increased purchasing 
power of the dollar paid to the telephone 
company by its subscribers, the low returns 
received in almost every other business at 
the present tir.e, the relatively low rate 
of business activity throughout the country 
and not alone in Wisconsin—these and 
other facts brought out in the testimony 
submitted at our request are, in our judg- 
ment, distinctly relevant to the issues in 
this telephone rate investigation.” 


Re Wisconsin Telephone Co. (Wis.) 


e 


Increased Car Fare Allowed over the Williamsburgh Bridge in 
New York 


HE New York Transit Commis- 

sion has voted negative on a mo- 
tion to suspend a proposed schedule of 
rates whereby the Brooklyn and Queens 
Transit Corporation is increasing the 
fares for local rides over the Williams- 
burgh bridge from 2 to 3 cents. The 
commission’s action denying the motion 
was without any hearing because of the 
circumstances surrounding the case. It 
appeared that under a contract between 
the corporation and the city of New 
York the company would have a right 





to terminate the agreement and dis- 
continue its operations across the bridge 
if its proposal for increased rates was 
denied. The opinion by Chairman Ful- 
len and Commissioner Godley rendered 
for the transit commission was in part 
as follows: 

“Under all the circumstances, we feel 
that the matter of convenience to the travel- 
ing public should be the paramount con- 
sideration of those dealing with this sub- 
ject. In the face of the legal right of the 
railroad company to terminate operation 
because of any intervention by this com- 
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mission to render ineffective the results of 
the arbitration, such | operation should be 
given very great weight, especially when 
it is ccodlduret that the present condition 
is brought about by reason of the applica- 
tion of the precise terms of the agreement. 
There is continually reserved to the city, 
at the expiration of the year, the right to 
bring on another arbitration, with a view 
to reducing the fare to something under 
three cents. Further, because of the right 


AETITIA Hunter, owner of an office 

building in the borough of Wil- 
kinsburg, Pennsylvania, has also ac- 
quired the ownership of an adjoining 
one and a half story undertaking estab- 
lishment, a one-story restaurant, and a 
two-story building used for storerooms 
and apartments. This group of build- 
ings, including thirty-four consumer 
units, are furnished with water service 
by the Pennsylvania Water Company 
through four service lines on each of 
which there is a single meter. Rates 
are charged under the company’s sched- 
ule for domestic service. Recently the 
owner complained to the commission 
that she should be allowed service 
through a single line with a single meter 
at the company’s rates for commercial 
industrial service. The complaint em- 
phasized the point that the plot is occu- 
pied by one set of structures held by 
one ownership which could be served 


Le Paramount Gas Utilities Com- 
pany proposes to sell artificial gas 
by meter measurements to parties who 
live in the suburbs of cities or in other 
places that are too far away from regu- 
lar gas lines or mains to receive city 
service at a practical cost. The gas is 
manufactured by vaporizing a volatile 
oil which is kept in a tank buried at 
some convenient point on a lot of one 
of a group to be supplied from a par- 


vested in the city to terminate such opera- 
tion on six months’ notice in any event, 
we believe that, because of the contractual 
basis of the present rate, the continuance 
of operation outweighs the other considera- 
tions and we, therefore, vote in the nega- 
_ on the motion to suspend these sched- 
ules.’ 


Re Brooklyn and Queens Transit Corp. 
(N. Y.). 


€ 
Owner of Adjoining Premises Not Entitled to Single 
Service Connection 


as one consumer unit. The company 
conceded that if the separate buildings 
had been erected as one unit at one time, 
service would probably have been pro- 
vided through one line and one meter. 
The Pennsylvania Public Service Com- 
mission in dismissing the complaint 
stated : 


“Neither the fact that there are several 
buildings on the plot receiving separate 
services, nor the fact that the sole owner 
of these buildings would be the contracting 
party for water service rendered thereto, 
are the factors upon which to determine 
this complainant’s grievance. The real 
point at issue is whether the complainant 
is a single commercial-industrial consumer 
receiving water for the purposes of one 
business unit, or whether the thirty-four 
tenants are each essentially separate do- 
mestic and/or commercial consumers. Un- 
der the evidence the conclusion is inescap- 
able that the latter is the fact.” 


Hunter v. Pennsylvania Water Co. 
(Pa.) Complaint Docket No..9121. 


e 
Gas Service from Local Oil Plant Is Denied a Utility Status 
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ticular tank. The number of patrons 
in any group varies according to condi- 
tions. The gas is piped to each patron 
from the group tank by pipes laid un- 
derground across the lots of the mem- 
bers, and each consumer has his own 
meter. Aside from paying for the 
piping to his house, the consumer pays 
only for the amount of gas needed. 
The company maintains the tanks and 
keeps them supplied with the necessary 








oil for their gas generating operations. 

This company asked the Ohio com- 
mission for a declaration to the effect 
that it was a public utility and for ap- 
proval of certain security issues. The 
commission denied the application, and 
its action has recently been sustained 
by the Ohio Supreme Court. It was 
pointed out that in its operations the 
company entered on no public property 
and crossed or encumbered no streets or 
highways by s7‘es or pipes. The court 
discussed the interesting proposition of 
whether the willingness on the part of 
the gas company to be adjudged a public 
utility was an important matter for 
consideration in determining its actual 
status. The court stated: 


“However, it may also be true that im- 
portant considerations exist which might 
very readily induce the gas company to 
have itself adjudged as a public utility. 
For instance it might add very materially 
to the value, in the minds of investors, 
or the stocks and securities to be marketed 
by the gas company, to have it known that 
that company was clearly within the juris- 
diction of the commission, which must 
supervise and approve any securities placed 
upon the market. 

“And it might also be recognized that 
this public utility in its operations could 
not be unjustly interfered with by com- 
petition, and that the matter of competi- 
tion was one that would be regulated by 
the commission. 

“We think a protection against unrea- 
sonable and ruinous competition might be 
highly desirable for the gas company, and 
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so desirable as to much more than counter- 
balance any possible restrictions upon the 
freedom of its action with regard to its 
securities or otherwise, which might arise 
by reason of its being adjudged such public 
utility. 

“If any mercantile establishment, selling 
its goods to the public in general, could 
have its business adjudged as falling with- 
in the jurisdiction of the commission, and 
thereby eliminate, or at least greatly di- 
minish, competitors from unfairly coming 
into a determined field, evidently all dis- 
tinction between mercantile operations, car- 
ried on by persons, partnerships, corpora- 
tions, or associations, and public utilities, 
as now generally recognized by law, would 
promptly disappear, and the commission 
would quite as promptly be completely 
swamped in any effort the commission 
might make to take care of the situation 
thus arising, and general provisions of the 
public utilities law would become broad- 
ened far beyond anything that the legisla- 
ture ever had in mind in the enactment of 
the public utilities statutes.” 


The court pointed to its former rul- 
ings to the effect that when one is not 
operating any portion of his time as 
a common carrier, but is serving specific 
patrons under separate contracts with 
himself and is not holding himself out 
to take the business of all who come, 
he cannot be held to be a common car- 
rier. 

By analogy, the court reasoned that 
the gas concern was not entitled even 
at its own request to a utility status. 
Paramount Gas Utilities Co. v. Ohio 
Pub. Utilities Commission. 
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Payment to Parent Company of Gross Revenue Percentage Is 
Banned in Indiana 


: WATER utility found by the Indiana 

commission to be paying to affil- 
iated companies interest charges, pur- 
chasing fees, management fees, con- 
struction fees, general office salaries, 
and general expenses on a percentage 
basis, thereby supporting such affiliated 
companies without accounting to any 
regulatory body, was directed to elim- 
inate such charges from its operating 
expenses and to base the company’s re- 
quirements upon the actual expense of 





operation. The commission found in 
fixing the rates for the local water 
utility that its parent company con- 
trolled a subsidiary which in turn 
operated utilities in widely separated 
territory, and apportioned the costs of 
operation from its own office to several 
utilities without attempting to show 
that the locations, the conditions, the 
patronage, and other factors of opera- 
tion were so nearly similar as to war- 
rant such allocation of operation cost. 
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The commission went so far as to state 
that the local water company’s income 
had been dissipated by an attempt of 
the corporation controlling it to operate 
a one-man water plant with a nation- 
wide organization and to collect from 
local patrons requirements for unjust 
and unreasonable costs. The commis- 
sion reduced the company’s monthly 
minimum rate from $1.50 to $1.25. It 


N act of Congress (37 Stats. 974) 

makes it unlawful for any foreign 
public utility corporation or any foreign 
or local holding company to own, con- 
trol, hold, or vote stocks or bonds 
directly or indirectly of any public util- 
ity corporation organized under author- 
ity of the congressional statute applic- 
able to the District of Columbia to do 
a public utility business‘in that city. 
The commission in the District of 
Columbia is further required by the act 
to keep itself informed as to methods 
and manner of operation that controls 
the management and all other factors 
relating to the business of any public 
utility operating within its jurisdiction. 


| ee mye of the rate schedule of 
the New Jersey Bell Telephone 
Company asked by two consumers of 
Atlantie City was denied by the New 
Jersey Board of Public Utility Com- 
missioners on grounds that evidence 
presented did not warrant such action. 
The petition complained specifically of 
an extra charge of 25 cents a month 
for the use of hand-set telephones, com- 
monly known as the French type, and 
the rates for residential service and ex- 
tensions. A general rate investigation 
was suggested during the hearing. The 
board pointed out that the use of the 
hand-set telephone is not compulsory 
but optional with the customer, that 
the regular standard set was available 


also found that the utility had been 
charging depreciation to operating ex- 
pense at the rate of 124 per cent of 
total operating revenue plus mainte- 
nance charges. The utility was directed 
to discontinue the practice and to set 
aside for the future 14 per cent per 
annum of the value of the depreciable 
property as an accrued depreciation re- 
serve. Re Loogootee. 


7 
Security Holders Ordered to Get Rid of Stock in Washington Utility 


Accordingly, when certain foreign cor- 
porations were found to: be engaged in 
the same or similar business as the local 
gas utility and found to have directly 
or indirectly acquired control through 
the acquisition of stock of such local 
company without commission authority 
in violation of a congressional act, the 
commission directed such foreign cor- 
porations to divest themselves imme- 
diately and unconditionally of such con- 
trol and to cease from exercising the 
same either through the voting of the 
stock or through the control of officers, 
directors, trustees, agents, servants, 
employees, or assigns. Re Washington 
Gas Light Co. et al. 
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Petition to Investigate New Jersey Telephone Rates Is Denied 
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to customers without extra charge, and 
that the regular set rendered efficient 
service. The petitioners attacked the 
hand-set charge as the continuing as- 
sessment and pointed out that the 
Chesapeake and Potomac Telephone 
Company in the city of Washington ex- 
empted a 25-cent monthly charge only 
until a total of $4.50 had been paid. 
The board replied that there was noth- 
ing to show how the operating cost, and 
so forth, of the Chesapeake and Po- 
tomac Telephone Company compared 
with other services and that the isolat- 
ed case presented standing alone was 
insufficient as a basis of comparison. 
The commission concluded as to the 
need for a general inquiry: 





